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Hongkong’s Outlook 


At the threshold of the New Year 
Hongkong’s merchants feel that a new 
period of high business activity in the 
Colony is being ushered in and that 
prosperity, which has favoured us 
since the end of world war II, will 
abide with us for a long time to come. 
The financial, commercial and indus- 
trial community can look forward with 
confidence to a further rise in turnover 
and earnings; shipping, air transport 
and communication enterprises seem 
to be justified in anticipating booming 
business. 

Our great neighbour, China, is now 
on the way to rehabilitation after long 
years of external and civil wars and 
Hongkong, always a good and co- 
operative friend, stands to profit great- 
ly from the expected increase of 
China’s international trade. Everybody 
in Hongkong, irrespective of race or 
nationality, is anxious to help promote 
this Colony’s business with China and 
to act as a messenger of the commer- 
cial and industrial interests of that 
great country. 

The foundations of this Colony be- 
ing sound and stable there should be 
no reason for any apprehensions as to 
its future. The Government have 
shown in the past years of unprece- 
dented economic rehabilitation and 
progress much wisdom and_ sincerity, 
and thanks to their efforts the popula- 
tion at large has derived increasingly 
tangible benefits from the all-embrac- 
ing prosperity here. Comparing our 
lot to that of our neighbours in the 
Far East we cannot help finding our- 
selves singularly fortunate and there is 
nothing which should lead one to take 
an attitude other than of optimism. If 
it were not for groundless concern felt 
among certain but not always political- 
ly disinterested circles about political 
repercussions from across the borders, 
nobody here would deny the practical- 
ly unlimited favourable prospects 
which Hongkong is facing in 1950 and 
in the following years. 

The spirit of mutual accommodation 
and Sino-Foreign amity has notably 
advanced since the end of the last war 
and this Colony, being one of the prin- 
cipal meeting places of Oriental and 
Occidental peoples, bids fair to become 
a cultural melting pot. This aspect, of 
the mission of Hongkong, if_one wishes 
to visualise such, would appear to be 
even more important than the advance- 
ment of trade and general business in- 
terests. This Review has, during the 
over three years’ of publication in this 
Colony, endeavoured to contribute in a 
humble way to the promotion of Hong- 
kong’s economic interests and we be- 
lieve that we have succeeded in this 
task. We are grateful to our friends 


Hongkong, January 12, 1950. 


Recognition 


The past week’s events have been 
momentous and all the ramifications 
relating to the British recognition of 
the Communist regime in China have 
not yet been fully gauged. Nor can 
they be until some months have gone 
by. The immediate result contains 
however, an element of discord in that 
the American Government is definitely 
divided in vupinion as to the ethical 
issue involved in Great Britain’s ac- 
ceptance of Communistic rule in China 
and the wisdom of adopting this course. 
An opportunity has thus been given to 
those Congressmen and _ politicians 
generally who have always secretly or 
openly been opposed to the Marshall 
Plan to drag this question once again 
into the open, hoping thereby that the 
new session of Congress about to be 
opened will be swayed by Britain’s 
decision in regard to China, to further 
their aim or reducing aid to Europe. 
It would be more than regrettable in 
this extremely critical stage in the 
world’s history if the United States and 
Great Britain should drift apart,—their 
unity is the only antidote to world 
discord. That President Truman views 
the situation from a realistic point of 
view is to be gathered by his enormous 
new budget which he declared to be 
“an expression in financial terms of the 
actions this Government can and should 
take at this time to build toward 
economic growth and the expansion 
of human freedom in our own country 
and in the world.” On this wise policy 
we can rest assured that the American 
nation as a whole will fully agree. 

Apart from the danger of disunity 
which we feel will be averted by com- 
monsense and a realisation of what is 
at stake, the recognition of Communist 
China was bound to come. It was in- 
evitable and could not be avoided 
although recognition does not mean 
that Britain is in entire sympathy with 
communistic ideals. Russia was re- 
cognised by the Great Powers many 
years ago and as every country is 
technically free to choose the Govern- 
ment it desires, the nations of the 
world have to accept China’s choice 
however contrary such a choice may 
be to their own ideals. Britain, it might 
be said, is facing facts although deep 
sympathy is felt—and rightly so—for 
the individual Nationalist, who is rather 
a victim of than a participant in the 
abuses so prevalent in the old regime. 


and we should like to assure them that 
we shall continue, to the best of our 
abilities and within the limitations im- 
posed, to advance the interests of the 
Hongkong citizen. 


No. 2 


However, the Nationalists are carry- 
ing on their blockade tactics, not so 
much in the hope of overcoming the 
new regime which they must realize 
cannot be overthrown by a few gun- 
boats and aeroplanes, but as a hindrance 
to trade generally and as a preventive 
of an orderly revival of industry. It 
is in this connection that the commer- 
cial world has been watching with 
interest the determination of the Is- 
brandtsen Line to continue their sail- 
ings in spite of blockade tactics, and it 
must be remarked that on the whole 
up to now these voyages have been 
accompanied with a certain amount of 
success, sufficient at all events to keep 
the ships on a more or less normal 
schedule. The last attempt, following 
upon the announcement by the Britisn 
Government of recognition, has ap- 
parently not passed off scathless as 
Chinese Nationalist gunboats shelled 
and rendered the ship unseaworthy 
although the twelve passengers, includ- 
ing some women, and a crew of 43 
were unharmed. The British sloop 
Black Swan was able to render assis- 
tance in helping the crew to extinguish 
the fires which had broken out dn 
board, but beyond humanitarian aid 
nothing further could be done. Whether 
the American fleet, if present, could 
have done more is not known, but an 
announcement made two or three weeks 
ago that American vessels proceeding 
to Shanghai did so at their own risk, 
freed the U.S. Government of all res- 
ponsibility towards American shipping. 


In the meantime the Colombo con- 
ference has ovened and it is fully 
recognised that the difficulties facing it 
are in the main of such grave impor- 
tance, that doubts have been univer- 
sally expressed of any unified action 
being achieved. This negative point of 
view is unfortunate as the very gravity 
of the situation should induce the de- 
legates to achieve some measure of 
success and certainly the whole world 


should follow their deliberations and 
decisions with understanding and 
sympathy. This is the first time in 


history that Ceylon has been chosen as 
the seat for world discussions and the 
fact that the island lies on the outskirts 
of the Far East, midway between the 
East and West, indicates the interest 
that is shared by the two hemispheres. 
The conference as Mr. Senanayake, 
Prime Minister of Ceylon, pointed out, 
is concerned with fundamental econo- 
mic problems arising from the Com- 
munist threat to Asia generally, and 
must have enormous bearings on the 
future policies of not only India and 
Malaya but also Australia and all those 
countries directly or indirectly in- 
fluenced by Far Eastern affairs. As 
Mr. Noel Baker also stressed the con- 
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A Year of 


With the passing of 1949 and the 
‘subsequent recognition of the Commu- 
nist regime in China, merchants in 
Hongkong and the Far East generally 
can breathe a sigh of relief that a bad 
dream has passed. In the course of 
the past year they have many times 
had to show initiative and exert in- 
genuity to fit in with new conditions, 
at the same time altering their methods 
frequently to suit the situation arising 
as the Nationalists retreated south- 
wards, leaving the ports and the great- 
er part of the country to the Commu- 
nists. Trade with Tientsin and the 
north was at first carried on under the 
barter system and has become nor- 
malised a few months ago; dealings 
with Shanghai have been hampered 
and would have been completely cur- 
tailed by the Nationalist blockade of 
the port had it not been for the rail- 
way from Tientsin to that city; Canton 
for a time took the place of Shanghai as 
a trading centre for China, but after its 
occupation by the Communists such 
trade as there was fell to almost negli- 
gible proportions and at the end of the 
year was almost stagnant, due to the 
change over in policy and uncertainty 
as to how much of the permissible 
trade would be controlled by the new 
authorities; with the Nationalist block- 
ade extended to the Pearl River delta 
the only regular access to that city 
from Hongkong was: a) by the Kow- 
loon-Canton Railway, which was 
broken at the frontier; b) by motor 
junk up various rivers and creeks; and 
c) by various obscure routes through 
which goods could be smuggled across 
the border, both b) and c) meaning a 
considerable increase in the price of 
the goods which automatically led to 
decreased purchasing power’ on the 
part of a country already impoverish- 
ed by civil war. 

Yet, notwithstanding these and many 
more hindrances to trade, Hongkong 
has had a boom year. The trade figures 
for the eleven months of 1949 show an 
increase of about 40% over the similar 
period of 1948 and trade with China itself 
has grown by over 80%. New factories 
have been built, and new markets have 
been opened up for loclly made goods, 
participation in the British Industries 
Fair in London having drawn the at- 
tention of importers in Great Britain 
and other countries to the possibilities 
of Hongkong as a manufacturing cen- 
tre. Not only shipping but also avia- 
tion took its part in the picture, the 
facilities offered by Kai Tak airfield 
being used to the full, limited though 
they are to a certain extent, during the 
the crisis which occurred as the Chi- 
nese People’s Liberation armies drew 


ference was confronted by two great 
questions: how to stop a third world 
war and how to create better living 
conditions and raise the standard of 
life in Southern Asia. If the confer- 
ence succeeds in paving the way for a 
better standard of life then the first 
question, how to stop a world war, is 
on the road to being solved. 
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Uncertainty 


near each large city, especially Tien- 
tsin, Shanghai and Canton, not only 
to transfer crowds of refugees who 
poured into Hongkong but also to con- 
vey merchandise when other means of 
transportation from China failed. In 
every way Hongkong has risen to the 
occasion and it is quite certain that, 
given the opportunity under the new 
regime, the Colony will again assist in 
every way possible to restore China to 
a place in the world. 

Below is given a_ brief resume of 
events as they unfolded themselves 
during each month of 1949, with par- 
ticular emphasis on the commercial 
aspect of each situation as it develop- 
ed. 


REVIEW OF 1949 


January: — Momentous events took 
piace in January, with the departure 
of Generalissimo Chiang Kai-shek 
from Nanking to his birthplace at 
Fenghua and the handing over of his 
powers to the Vice-President Li Tsung- 
jen with the hope that peace terms 
would be arranged with the Commu- 
nists. As however, ‘the Generalissimo 
still held the reins of power behind the 
scenes, these hopes of peace were soon 
found to be impossible of fulfilment. 
In the meantime, warehouses in Hong- 
kong became congested with goods 
despatched from Tientsin and Shang- 
hai for safety. while owing to the short- 
age of shipving facilties it became more 
difficult to carry on trade. 

February:—The Nationalist Govern- 
ment transferred to Canton, accom- 
panied by the U.S.S.R. embassy; other 
embassies outside the Soviet bloc re- 
mained in Nanking, establishing branch 
embassies in Canton. Meanwhile the 
Communist armies paused on the north 
bank of the Yangtze, and peace delega- 
tions were despatched from Shanghai 
to Peiping but without success. The 
Communists by now controlled North 
China including Tientsin and Central 
and East China to the Yangtze, but not 
yet Shanghai, and trade was conducted 
on a barter basis flour being despatch- 
ed from Shanghai, for example, to the 
Kailan Mining Syndicate in exchange 
for coal. 

March:—Indications became clearer 
that the Communists were anxious to 
develop trading, relations with Hong- 
kong and the outside world, and fre- 
quent sailings were made to Tientsin 
and North China with commodities to 
be bartered for bristles and other China 
produce. Defections to the Commu- 
nists became more marked and disrup- 
tion in the Nationalist Government was 
evident, giving signs of reverting to the 
old system of provincial rule by war- 
lords. 

April:—Nanking was occupied by the 
Communists, the crossing of the Yang- 
tze being practically unopposed. The 
abortive peace negotiations were finally 
dropped. In North China regulations 
were introduced covering dealings in 
foreign exchange. Gold transactions 
on the local Exchange and the posses- 
sion of gold 99% fine were prohibited 
by the Hongkong Government, causing 
what might almost be called a minor 


crisis in the Colony. Military opera- 
tions continued around Shanghai, which 
was finally occupied by the Communists 
on April 25. After two months of 
fruitless negotiation for her release 
H.M.S. Amethyst, which had been pre- 
vented by the Communists from pro- 
ceeding up the Yangtze on a mission to 
Chungking and detained, escaped on a 
dark night with the river in flood and 
under the guns of the Communist bat- 
teries. 


May:—Shanghai was cut off from the 
South as the railway was taken over 
by the Nationalist armies in their re- 
treat. Refugees poured into the Colony 
and the markets were swamped with 
commodities from Canton, where it 
was not considered desirable to hold 
large stocks. All business in Canton 
became stagnant. Paper dealers in 
Hongkong cabled their suppliers asking 
for shipments to be held up for about 
four months in order to avoid further 
congestion. Panic buying of U.S. cur- 
rency set in and the unofficial US$ TT 
rate reached a record height. Mer- 
chants were forced to mark time until 
trading with Shanghai could be resum- 
ed. The restoration of cable com- 
munications with North China, how- 
ever, accelerated transactions with that 
part of the county. 

June:— Rumour that the Woosung 
naval area had been mined was proved 
to be false. The cotton mills in Shang- 
hai started work again, supplies of raw 
cotton having been obtained via Hong- 
kong and Tientsin and despatched to 
Shanghai by rail. As from June 26, 
a blockade was proclaimed by the Na- 
tionalists of all Communist-held ports; 
ships entering or moored near Shang- 
hai were machinegunned by K.M.T. 
planes, but fortunately without material 


damage. The Hongkong market was 
anxious and uncertain; buyers held 
back, anticipating a fall in prices as 


a result of piled-up stocks caused 
through lack of demand plus the ar- 
rival of fresh supplies, while _ sellers 
hoped to find a way out of their diffi- 
culties and anticipated a rise in prices 
with the difficulty of obtaining re- 
gular replenishments. Smuggling was 
on the increase, the extra cost involved 
adding to the price of goods, but the 
compulsory surrender of 20% of for- 
eign exchange to the Nationalist Gov- 
ernment on exports from Canton, in 
any case made legitimate trade in 
various lines unprofitable and encourag- 
ed evasion. The receipt of a shipment 
of grey sheetings from Tientsin showed 
that the mills there were functioning 
up to a point, but excessive wage de- 
mands and requests for large amounts 
of severance pay made the carrying on 
of business by foreign firms in Shang- 
hai almost impossible. Reductions an- 
nounced at this time by European 
manufacturers in the price of metals 
caused concern to Hongkong dealers, 
who were overstocked as a result of 
the chaotic conditions in China. Chemi- 
cals, paper, metals, cotton goods, which 
were badly needed in North China were 
piling up in the Hongkong warehouses 
and storage space was at a premium. 
Prices of goods on the whole were de- 
pressed. 


1950 


July:— Restrictions were imposed 
by the United Kingdom upon purchases 
from the U.S.A. The advance of the 
Communist forces to the south was in- 
terrupted by floods along most of the 
chief rivers of China. After a pause 
of a couple of weeks, however, the 
Communists were able to proceed 
with their plans. Spreading over the 
greater part of eleven provinces 
(Hopei, Honan, Shantung; Anhwei 
and Kiangsu; Hunan, Kiangsi, Fukien, 
Kweichow, Kwangsi and Kwangtung), 
from 10 to 12 million were rendered 
destitute according to estimates; mar- 
kets in various commodities were great- 
ly affected, cotton piece goods being 
one of those that suffered most. Stocks 
continued to accumulate in the Hong- 
kong warehouses as the flow of trade 
was interrupted. Surplus funds in the 
Colony also increased with the lack 


of investment possibilities in China 
and financiers went into business, 
speculation in certain commodities, 


particularly cotton piece goods, veget- 
able oils, ores, becoming a habit and 
causing a considerable amount of un- 
steadiness on the markets. The im- 
position by the Nationalists of a 
blockade of Communist-held ports led 
to a practical cessation of direct trade 
with Shanghai, shipments only being 
possible by way of South Korea and 
thence by rail to Tientsin and Shang- 
’ hai, making the cost of goods almost 
prohibitive. The evasion by Can- 
tonese merchants of the surrender of 
foreign exchange to the Nationalists 
brought Macao into the limelight as a 
centre for the export of China produce, 
there being no exchange control in 
Macao such as existed in Hongkong. 


August:— Business became 
stagnant in Shanghai and unemploy- 
ment increased. In Hongkong business 
throve, housing construction reached 
its peak, and employment grew with 
the development of the Colony’s in- 
dustries. The constant flow of re- 
fugees from China to the safety of 
Hongkong continued, though a coun- 
terflow to North China began to be 
noticeable. on a small scale. Trade 
with North China revived, even under 
the handicap of having to ship via South 
Korea, giving hopes for the future. 
Smuggling into Hongkong and Canton, 
as well as to and from Swatow and 
Amoy, was conducted on an ever-in- 
creasing scale in the effort to obtain 
commodities as well as to get them to 
their destination. As a result of the 
blockade, ships going to Shanghai had 
to return to Hongkong with their 
cargoes; consequently warehouses were 
glutted with goods; stocks of piece 
goods, paper, metals, chemicals, etc., 
increased; every available space in 
living rooms and other unauthorised 
storage places was occupied. The con- 
gestion became so serious that the 
Port Authorities grew worried and 
were obliged to take action to ease the 
situation. Paper and metal importers 


more 
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found themselves in difficulties with 
priees lowered by suppliers abroad and 
lacking markets in Shanghai and else- 
where in China in which to dispose of 
their old holdings. Aviation was used 
on an even larger’ scale to transport 
vegetable oil from Chungking and 
other inland cities to Hongkong. The 
industrialisation of Hongkong proceed- 
ed apace, a considerable amount of 
Shanghai capital finding an outlet in 
the Colony. Fresh markets were sought 
abroad to take the place of China. The 
US Dent. of State issued a White Paper 
on China in which the responsibility 
for the existing situation was laid at 
the door of Kuomintang mismanage- 
ment of affairs. British troops arrived 
to secure the safety of the Colony. 


September:— Frequent piracies on 
the Pearl River showed up the inability 
of the Nationalists to maintain order 
in their territory. Tientsin replaced 
Shanghai as the port for North and 
Central China trade. In Shanghai 
business had slumped and the mills 
were operating only up to 40% of their 
capacity; an acute cotton famine ham- 
pered the mills and caused unemploy- 
ment; inducements were offered by the 
Communists to exporters in Hongkong 
to send them raw cotton. The North 
China Foreign Trade Bureau an- 
nounced the cessation of trade under 
the barter system, the surrender of 
foreign exchange against Peoples’ Notes 
being required in _ future. Foreign 
banks in Chungking closed down. 
Trade with Taiwan developed with the 
flight of merchants from Shanghai to 
that island, but discontent over Kuo- 
mintang rule increased among the 
population. Generalissimo Chiang Kai- 
shek arrived in Chungking. The deva- 
luation of the pound sterling on Sep- 
tember 18 was taken calmly in Hong- 
kong. An Order was enforced by 
prohibiting unlawful increases above 
the prices prevailing on Sept. 17. A 
few price rises occurred, but the 
Colony’s markets are so dependent upon 
China that very little upswing could 
take place, apart from one or two 
items notoriously subject to the mani- 
pulation of speculators. Buyers, aware 
of the situation refused to pay any large 
increase in price. Trade with Japan 
was temporarily suspended as a result 
of restrictions imposed by the Dept. of 
Supplies and Distribution. 


October:—The inauguration of the 
Central Government of the People’s Re- 
public took place in Peking, the restored 
capital. Recognition was granted to 
the new Government by the USSR. 
Canton was now occupied by the Com- 
munists, while merchants hastened to 
despatch all available commodities to 
Hongkong. Shipments from the Colony 
to Canton were temporarily suspended, 
and trade virtually reached a standstill. 
Speculation began in rice, following the 
prohibition upon its export imposed by 
the Communists: the price of first 
quality Chai Mei jumped from $77 to 
$102 per picul, closing at $92. Paper 
and metal dealers for a change were 
pleased at the announcement by sup- 


BS 


pliers in Europe of increased~ prices 
following the devaluation of sterling. 
vhe price freezing Order was abolished 
by the Hongkong Government. Trade 
with Japan was again permitted under 
licences granted before the restriction 
came into. effect. Further British 
troops arrived in the Colony 


November:—The war operations ex- 
tended to Kwangsi province. The ex- 
port of bristles, tungoil (woodoil), 
China tea, beans, .beancakes, etc., was 
controlled by the Communist authori- 
ties with a view to obtaining foreign 
exchange. Attempts were made to 
discourage the circulation of Hongkong 
currency notes in Canton. A fall was 
registered in the value of the People’s 
Bank Notes. Air transportation of 
commodities from Chungking to Hong- 
kong was utilised on a growing scale. 
A scarcity of firewood in the Colony 
became evident due to the suspension 
of supplies from Kwangtung. 


December:—Chungking and Kunming 
fell to the Communists. Acting-Presi- 
dent Li Tsung-jen departed for the 
USA. Generalissimo Chiang Kai-shek 
was invited by the Kuomintang Central 
Standing Committee to resume the 
Presidency; the seat of the Nationalist 
Government was now removed to Tai- 
wan. The cost of living advanced so 
much in Shanghai and Tientsin that 
many foreign concerns were forced, to 
close down due to abnormally heavy 
working costs. Severe anti-smuggling 
measures had to be adopted by the 
Communists in Kwangtung, a watch 
being kept on the borders of Hongkong 
and Macao and at seaports. Apprehen- 
sion grew among merchants that all 
exports and imports would be con- 
trolled by the Communist administra- 
tion. Increased anxiety was evident as 
to how to obtain regular supplies of 
vegetable oils, ores, and other China 
produce. Difficulties were added to by 
a break in the Kowloon-Canton Rail- 
way at the border, which not only in- 
creased the cost of transportation but 
led to congestion at the terminal sta- 
tions of Lowu in the New Territories 
and Shumchun in Kwangtung. In 
Canton the currency dropped in value 
from PB$2,000 to 3,500 per Hongkong 
dollar; further drastic steps were taken 
to prevent the circulation of Hongkong 
notes in Kwangtung. The mercantile 
community in Hongkong was optimistic 
over a speedy resumption of trade with 
Canton, especially as motor junks were 
finding it possible to evade the WNa- 
tionalist blockade of that port. The 
Nationalists announced their intention 
of laying mines at the mouth of the 
Yangtse, and the US Government 
issued a warning to their nationals that 
this was considered a dangerous zone; 
this notewithstanding however, an 
American shipping firm announced its 
intention of maintaining advertised 
sailings to Shanghai. A strike of tram- 
way employees started in Hongkong 
over the Christmas season following a 
demand for increased pay. 
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Hongkong’s Trade with Japan 


During the first quarter of 1949, 
Hongkong imported goods worth $26,- 
128,656 from Japan. Exports to Japan 
during this period were valued at $17,- 
178,221, leaving an adverse balance of 
$8,950,435. With imports at $22,563,- 
062 and exports at $21,651,556 during 
the second quarter, the exchange was 
nearly in balance, the import excess 
being only $911,506. In the third 
quarter, however, imports declined only 
slightly, to $21,377,934, but exports 
dropped nearly 39%, to $15,643,064, 
making an adverse balance of $5,734,- 
870. In October and November the 
level of trade declined considerably, 
with imports at $6,415,836 and exports 
at $9,203,514, but a favorable balance 
of $2,787,678 was achieved. Imports 
over the first eleven months of 1949 
totalled $76,485,488 and exports $63,- 
676,355, the adverse balance being 
$12,809,133. No statistics are as yet 
available for December, but the ba- 
lance for the month is believed to be 
favorable, and a number of important 
export contracts are now being nego- 
tiated. Should the adverse balance 
become too large, the Hongkong Gov- 
ernment could equalize it by reducing 
or withholding import allocations, or 
by reducing the percentage of his ex- 
port earnings which a Hongkong trader 
is permitted to use for imports from 
Japan. 

Trade with Japan is financed under 
a two-way open account between SCAP 
and the Hongkong Government, so that 
there will be no cash settlement unless 
the agreement is terminated. Some 
open account agreements provide for 
cash settlement at the request of the 
creditor if the balance passes a certain 
figure. Since the war, however, there 
has been no formal agreement covering 
Hongkong-Japan trade (only a verbal 
agreement backed by an exchange of 
correspondence on _ procedure), and 
consequently there is no such provision 
in the present two-way arrangement. 
The balance on either side has never 
reached an unreasonable figure, and it 
is unlikely that either trade partner 
would wish for a cash settlement. The 
open account system has advantages in 
addition to that of administrative con- 
venience in financing trade. For 
example, when SCAP lets contracts for 
essential programmed imports, such as 
food, it prefers to buy at a higher price 
under an open account arrangement 
than at a lower price from an exporter 
who demands a cash settlement. 

‘The system works out for the Hong- 
kong exporter as follows. He must 
first show the Hongkong Government’s 


Department of Supplies and Distribu- 
tion either a contract with SCAP itself 
or a contract with a Japanese importer 
which has been approved by SCAP and 
by the Hongkong Government Agent 
in Japan. The latter assures himself 
that the import will be permitted by 
the authorities in Japan, and that the 
contract complies with the conditions 
of the two-way account, under which 
certain types of goods cannot be sold 
to Japan. The re-export to Japan 
of goods imported into Hongkong from 
hard-currency countries and paid for 
with free market dollars is forbidden, 
because this procedure depresses the 
market for sterling. (An exception to 
this rule is made in the case of Hong- 
kong’s traditional best customers, 
China, Macao, the Philippines, Siam 
and Taiwan, from which Hongkong 
traders are permitted to buy goods 
with free market dollars for re-export 
to Japan.) The re-export to Japan of 
goods originating in any part of the 
sterling area other than Hongkong is 
also forbidden, since it is contrary to 
SCAP’s direct agreement with the ster- 
ling area. 

The Hongkong exporter’ receives 
Hongkong dollars in payment for his 
goods but, in order to encourage the 
export trade, the Hongkong Govern- 
ment makes him an unconditional al- 
location. of 40% of their value (in the 
case of certain commodities which are 
exceptionally difficult to obtain, the 
percentage may be higher) in Japanese 
trade dollars. These two-way account 
dollars are not convertible to any other 
currency, and are in fact Japanese 
trade units, worth HK $5.71% in Hong- 
kong. (This figure is the middle rate 
i.e., half-way between the import rate 
of HK $5.76 and the export rate of 
HK $5.67 per Japanese trade unit. The 
difference is an exchange profit, which 
the Department of Supplies and Dis- 
tribution receives for its services in 
financing the trading deal.) The Hong- 
kong exporter can then import what- 
ever Japanese products he wants (after 
obtaining an export license from the 
Japanese authorities) up to the limit 
of his allocation. The allocation is not 
transferable, and must be used within 
two months — otherwise it reverts to 
the Hongkong Government’s central 
fund. All goods of Japanese origin 
are consigned fo the Department of 
Supplies and Distribution, and not to 
the individual Hongkong trader. The 
latter pays the Department for them at 
the import rate of HK $5.76 per unit, 
plus a small commission for the De- 
partment and for the bank into which 


the money is paid. (At present six 
banks in Hongkong may provide this 
service.) 

As much as is necessary of the re- 
maining 60% (plus any unused por- 
tions of the 40% allocation) is used to: 
purchase from Japanese sources cer-- 
tain essential imports (food, raw mate- 
rials, fuel, cement) in current or an- 
ticipated short supply. The Hongkong 
Government may either purchase the 
desired goods itself or make a so-called 
“conditional allocation” of some. of the- 
Japanese trade dollars for the pur- 
pose. In the latter event, the Depart- 
ment of Supplies and Distribution an- 
nounces that an unspecified amount of’ 
Japanese trade dollars will be made 
available for the importation, for 
example, of cement. As a rule, bids: 
are accepted only from _ established 
importers, who have imported the com- 
modity in question with their own ex- 
change within a fairly recent period. 
If the amount of bids exceeds the in-. 
tended allocation, it is either distribu-- 
ted pro rata among the bidders or else- 
given to some of them by lot. Traders. 
are eager for an opportunity to import. 
commodities in short supply, so that 
the Department is not troubled with 
the problem of what to do if too few 
bids come in. 

If there is a substantial amount of 
Japanese trade dollars left over after 
the 40% allocations to exporters and 
the conditional allocations for scarce 
commodities have been covered, the: 
Department allocates them, usually 
unconditionally, to importers. 
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ECONOMIC NEWS FROM THE UNITED STATES 


By E. Kann (Los Angeles) 
(Special to the Far Eastern Economic Review) 


Year-End Economic Situation. 


At a time when the New Year is 
‘being ushered in, it appears appropri- 
ate to take stock of the immediate past 
and to weigh the prospects for the 
immediate future. 

The second half of 1949, in spite of 
serious strikes, was good. In fact, it 
proved much better than forecasts 
would have it. Actually the industrial 
activity in the course of the entire year 
1949 will be found to have been only 
about 2% below the record boom year 
1948. And, judging from available 
symptoms, the coming term, 1950, is 
shaping up as a period of relatively 
elevated industrial activity. 

Due to the shortages caused by the 
recent steel strikes in USA, enhanced 
activity in that line, up to 100% of 
capacity, is almost assured*for the first 
half of 1950; the second semester might 
witness a moderate let-up to about 85% 
of capacity. Output of automobiles and 
trucks is likely to be not only main- 
tained at recent record figures, but 
production probably will be exceeding 
the 1949 figures. 

Building construction, which meant a 
turnover of $19 billion in 1949, is likely 
to be maintained in 1950, judging from 
plans submitted by public and private 
enterprises. : 

Total personal income, which run at 
the rate of $212,000,000,000 for 1949, is 
likely to be fully maintained in the 
coming year. Production of non- 
durable goods (like textiles, shoes, to- 
bacco and food) is anticipated to be 
higher in 1950 than in the preceding 


term. It is expected that the whole- 
sale commodity price index for the 
eoming 12 months wil be about 5% 


lower than it was in 1949, but farm 
products might dip deeper. Cost of 
labour will be higher in 1950, especially 
because leaders will put emphasis on 
‘social security benefits. The cost of 
living might be 3% below that of the 
previous term. 

Although foreign currency devalua- 
tion during the last quarter of 1949 did 
not influence America’s international 
commerce to any noteworthy extent, it 
is thought. that the favourable trade 
balance of this country will be some- 
what reduced when compared with 
1949. 

As regards internal trade in the 
U.S.A., credit plays a paramount role in 
connection with turnover. About six 
months ago we witnessed the liberali- 
zation of consumers credit, so _ that 
much retail merchandize now is being 
offered without initial downpayment. 
How important instalment buying now 
iis can be gleaned from the fact that the 
total outstanding consumers credit has 
increased to 18 billion dollars, which is 
3 billion higher than it was 7 months 
ago. Three years ago it stood at about 
one-half, i.e. about 9 billion. 


According to Federal Reserve Board's 
figures, business, industrial and agri- 
cultural loans, on the basis of reports 
from banks in the leading cities, stood 


in mid-December at $13,882,000,000, 
which is 1% billion below last year’s 
level. Real estate loans, however, 
divulge a record high of $4,325,000,000. 
Oil. 

This magic word is a world factor of 
enormous significance. It therefore re- 
quires no apology when attempting to 
discuss this subject in its significant 
relations to U.S. economy. 

From publications of the Petroleum 
Institute it is reliably learned that the 
consumption of oil, inclusive of exports, 
toward year’s end, stood almost at the 
peak of the 1949 level of demand. Ex- 
pressed in convincing figures, the daily 
average demand for oil in this country 
reached 6,105,000 barrels, versus 6,129,- 
000 in 1948. 

By way of capital expenditure the oil 
industry spent over 2 billion dollars in 
new funds, for producing, refining, 
marketing and transporting facilities. 
Such expenditures over the past 3 years 
amounted to $6.4 billion dollars, bring- 
ing the gross capitalization of America’s 
oil industry to over 23 billion dollars. 

The outstanding oil pool develop- 
ment in 1949 was attained by the 
Scurry County’s (Texas) wells. When 
first discovered, the oil field was termed 
a billion barrel pool. But already by 
now over 2.6 billion barrels have been 
extracted there, and nobody can tell 
how much more is waiting to be 
brought to light. Nevertheless, the oil 
industry is not facing bright prospects 
in USA. Firstly, production is regu- 
lated, i.e. at present sharply curtailed. 
Secondly, foreign oil is becoming a 
serious competitor, so that prospects 
for oil exports from this country in 1950 
are bound to be smaller. 

According to the American Petroleum 
Institute, the following figures pertain- 
ing to oil in this country, are on record 
(in thousands of barrels):— 


Week Same 
ending time 
Dec. 15 1948 
Heavy fuel production .. 8,056 9,490 
Light fuel oil produc- 
GHOR: ete eters 'e aitisresain s/he 7,263 7,571 
Gasoline production .... 18,329 
Stocks at refineries, pipe 
iets: 2 SS Abc opendo sucGodoG 108,490 98,225 
Kerosene stocks ......... 22,267 25,227 
Gas oil, distillate fuel oil 82,450 76,344 
Residual fuel oil stocks 62,768 64,445 


N.B. 1 barrel contains 42 gallons. 


Foreign Competition in Oil. 


While the United States is very rich 
in natural oil, it should be realized that 
foreign oil resources are about double 
those of this country. The Oil and Gas 
Journal states that the oil potential in 
Canada and Mexico and abroad is esti- 
mated at nearly 52,000,000,000 barrels. 
While foreign crude oil production in- 
creased during 1949 about 10%, United 
States output dropped 9%. 

Not only England, and equally so 
Australia and India, have reduced oil 
purchases from America, due to the 
need to save US dollars. Not only are 
American producers hit hard for the 
reason outlined, but they are facing 


problems with regard to oil wells owned 
by them and situated abroad. Other 
complications are brewing in connec- 
tion with the fact that a portion of Mar- 
shall Plan dollars granted to Great Bri- 
tain is being invested in British oil 
developments competing with America. 
The latter has lost its entire Argentine 
market, when Britain stepped in to bar- 
gain British produced oil against Argen- 
tine meat. King Ibn Saud of Arabia 
gets American dollar royalties for oil 
produced in that country; but the Shah 
of Persia gets British £ for oil ob- 
tained within his domain. Hardest hit 
will be Venezuela for, due to the Bri- 
tish cut-back, about 25,000 barrels a 
day of residual oil will be turned loose 
en the world market. 


Growth of Natural Gas Industry. 


' Very closely connected with oil is 
the natural gas industry in USA. One 
of the leading phenomena of the post- 
war period is the construction of huge 
pipeline systems for transporting na- 
tural gas from the large fields in the 
southwest to the north, east, southeast 
and the Pacific coast. Inclusive of 1949 
investments of 1 billion dollars, con- 
struction outlays in this industry dur- 
ing the past 3 years aggregate 2% 
billion dollars. Not so long ago natural 
gas was a drug on the market. But 
owing to the frequent coal strikes, gas 
has come to the fore, and come to stay 
there. This factor accounts for gas 
conversion burner sales being 500% 
ahead in 1949. Gas furnace sales this 
year will be 35% ahead of previous 
terms, while gas heating boiler sales 
will be advanced to the extent of, 30% 
in 1949. 

Manufacturers report orders for gas- 
fired central heating equipment are 
continuing to flow in at a high rate; 
they add that unfilled orders for con- 
version burners are nearly 20 times 
greater than in 1948. An American Gas 
Association survey shows _ 6,600,000 
families using gas for space heating 
with an estimated 693,000 new  gas- 
heating customers to be added in 1950. 
The gas utility industry now has 23,- 
763,000 customers. Revenues in 1949 
reached an all-time high of $1,964,330,- 
000. The gas pipe-line network is 260,- 
000 miles long and delivers almost 3 
trillion cubic feet of natural gas an- 
nually. During 1949 the _ pipe-lines 
reached New York for the first time. 


Plague of Plenty. 


Under this appropriate title the 
weekly news magazine “Time” deals 
with the shortcomings of the agricultu- 
ral Brannan Plan. When a farmer grew 
more wheat, or produced more cattle 
or eggs than the public would buy at 
his price, the Commodity Credit Cor- 
poration bailed him out. This could be 
accomplished during the war when the 
said corporation, with $4,750,000,000 to 
draw upon, could sell whatever it had 
purchased, However, recently the pre- 
sident of CCC put on record that the 
said corporation had tied uv over 3 bil- 
lion dollars in mountains of produce it 
could not get rid of, indicating that it 
would have to spend another billion by 
June, 1950. By such buying the U.S. 
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Government is involuntarily holding 
more wheat, corn and cotton than 
owned by all private firms of the na- 
tion. Amongst the items stored in 
government elevators, storehouses and 
cold-storage caves are: . 

250 million pounds of dried milk; 

95 million pounds of butter; 

22 million pounds of cheddar cheese; 

64 million pounds of dried eggs 
(equiv. of 192-million-dozen) ; 

35 million pounds of Mexican canned 
beef; 

172 million bushels of wheat; 

83 million bushels of corn (about 300 
million bushels more expected by May 
1950); 

The 1949 corn crop in America is 
7,800,000, second largest in history. 
The American Farm Bureau Federa- 
tion, representing the majority of the 
farmers say they were against the 
Brannan Plan, as it cost too much. In- 
stead of bulk, support they suggest 
flexible price subsidies. Under prevail- 
ing conditions the farmers are afraid 
of coming dictatorship and complete 
control of their activities, thereby sur- 
rendering their independence ‘for lavish 
Department of Agriculture checks. 


A Five and Ten Cent Mystery. 


In the issue No. 21 of November 24, 
1949, the “Far Eastern Economic 
Review”, on page 668, publishes its 
observations on the disappearance of 
5 and 10 cents coins from the market. 
In the course of its narrative the said 
journal asserts: “Before World War 
II Hongkong had a pure nickel five and 
tencent coinage; these circulated alrigh+ 
until the Japanese occupation ....” 

I venture to challenge the correctness 
of this statement. It might appear 
anamolous to deal with Hongkong 
problems from far-away America. I 
admit that my knowledge of world 
affairs is rather limited, and about 
specific Hongkong problems still more 
restricted. However, when it comes to 
Far Eastern currency or coinage ques- 
tions, I begin to feel at home, which 
sentiment makes me intervene to-day. 

Following the Chinese currency re- 
form of November 3, 1935, Hongkong 
initiated radical changes in her mone- 
tary system by announcing the issue 
(on November 9, 1935) of new 1 $ 
banknotes and 5 and 10 cupro-nickel 
pieces, in place of the hitherto circu- 
lated silver. The initial issue of 
1 $ bills was $1,280,000, while the first 
emission of nickels amounted to $40,- 
000 in 10-cent and $20,000 worth in 
5-cent cupro-nickel coins. The fineness 
of the latter was not officially stated, 
but personally I estimate that the pure 
nickel content was no more than maxi- 
mum 25%. 

Since we are on the subject, it might 
be advisable to continue the story of 
small coins in the Hongkong market. 
In the late spring of 1941 an acute 
shortage of copper cents set in. In 
May the position had grown so bad, 
that there was a premium up to 18% at 
Hongkong on its copper money. A 
shipment of $50,000 of 1-cent pieces 
was on the way from England, but this 
was insufficient to ameliorate the situa- 
tion. For this reason the authorities, 
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Labour Unrest and Its Prevention by Social Welfare 


(By Ma 


Industrial relationship in Hongkong 
deteriorates almost daily and the latest 
statistical return of the trade unions 
who are demanding increased pay 
reaches a total of 7.250 men. they 
are tabulated as follows:— 


Average Demand 


Trade Union pay increase 
Workmen (month) of 
Tramway ....- 1,700 $180 $90 
H.K.. Electric 680 175 80 
Telephone .... 500 175 90 
Gas oacte eer 450 180 90 
China Light ... 450 180 90 
Dairy Farm 900 150 90 
China Bus ... 500 190 90 
Kowloon Bus . 1,500 190 90 
Post Office’ 2... 60! 150 60 


Assuming that each of these workers 
feeds a family of 3 to 4 mouths then 
the aggregate number of people affected 
by the dispute will be from 20,000 to 
30,000. The above trade unions con- 
cern public utilities & essential service 
which no community can do without 
even for a single day. Although the 
eventual outcome of any industrial dis- 
pute is unpredictable, yet it is safe to 


with the approval of the home Govern- 
ment, made an initial issue of 1-cent 
coupons, about the end of May 1941, of 
$5,000,000 worth. As the “Far Eastern 
Economic Review” was not yet in 
existence at that period, I believe it 
would welcome the recording by an 
outsider of some factual evidence of 
the Crown Colony’s currency history. 


Senator Knowland and the Problem of 
China. 


Recently I listened to a largely at- 
tended lecture given by Senator 
William F. Knowland, who had just 
returned from a month’s visit to the 
Orient. The Senator is a wonderful 
speaker. However, whether his views 
are practical is another question. He 
opined that Formosa can be held by the 
Nationalists, if they are given some 
material and moral support. The Chi- 
nese Communists have no airforce or 
navy, he stated. The first thing for 
this country is to get a fixed foreign 
policy, which now is lacking; then an 
American co-ordinator should be ap- 
pointed, the best man for the post 
being Gen. MacArthur. Then the 
United States should release the $75 
million alloted to China under ECA and 
also unfreeze the still outstanding $94 
million. 

The Senator opined that the Com- 
munists will not attempt to take Hong- 
kong at this time. They apparently 
consider it a useful propaganda argu- 
ment as an extension of European 
capitalism and also as a useful window 
of trade. While the United States had 
helped to close the doors against com- 
munism in Europe, they have kept the 
doors wide open in Asia, the Senator 
said. He violently opposed the idea of 
recognizing the new regime in China. 
He gave high praise for the morale of 
the Chinese troops and their willingness 
to fight for their country. 


Man-Fai) 


say that it will affect the peace & order 
of the entire Colony of Hongkong. 
Hence it is imperative that a speedy 
solution should be found without any 
further undue delay, either by the dis— 
putants direct or by mediations of 
either the Govt. or prominent civic 
leaders & organisations. 

The main bone of contention, ac— 
cording to published accounts, is the 
labourers’ demand to meet rising cost 
of living while the employers and the 
power that be feel that any increase 
will only aggravate the vicious: circle 
of inflation and accelerate the speed of 
the cycle. If both schools of opinion 
persist in their seemingly righteous 
points of view and refuse to compro- 
mise, meanwhile mobilizing their en- 
tire resources for a showdown, the 
situation will inevitably worsen to the 
detriment of the community & the 
established law and order of Hong- 
kong. Previous lessons of 1925, 1941 
& 1946, of current history should never 
be forgotten. It will require much 
sagacity of the leaders of both federa- 
tions of employers and trade unions to: 
take into consideration the effect of 
their decisions on the public weal in 
general and the present situation in 
Hongkong in particular. 

The rising cost of living has _ its 
logical repercussions on the livelihood of 
the employees as well as the: earnings 
of the employers, yet solutions must. 
be found to mitigate the seemingly 
irreconcilable positions by striving not. 
so much for the $90 monthly pay in- 
crease but to seek an alternative solu- 
tion to the problem of the still increas- 
ing cost of living. 

The gainfully employed, particularly 
those engaged in public utilities, whose 
life depends on stable law and order, 
have the making of good citizens if 
they are well organized & directed. 
They should not be viewed as potential 
sources of trouble making. A wrong 
understanding by management of its 
labour force will breed only unfavour- 
able reactions and in such an atmos- 
phere of mutual suspicion industrial 
harmony may be evasive. Should the 
Sages be heeded “View others’ hunger 
as thy own,” it will win the whole- 
hearted support of the labourers as ex- 
amplified by the enlightened labour- 
management relationship in Great. 
Britain which may well serve asa 
guide for us in Hongkong. 

The advance: made in social welfare 
in all progressive countries proves its. 
effectiveness as a solution to industrial 
relationship and means increased profits: 
to the investor. Social welfare on an 
organised base, blessed by Government. 
assistance, would cost in the long run 
much less to the employer while it gives. 
the employees greater and _ tangible 
benefits than mere increase in pay. 
For it aims at the ultimate goal of 
human happiness and contentment 
which will bind employees to the em- 
ployers and cannot but replace misun- 
derstanding by co-operation. Should 
the employees decide to strike, they will 
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automatically forgo the social welfare 
amenities extended by the employers, 
they will have to vacate company’s 
houses and domitories, seek their own 
food and medical facilities, all of which 
will compel them and their families 
to think twice before the fatal vote is 
cast in favour of a break down of 
negotiations. 


= * * 


The alternative solution to the pre- 
sent strike situation is that a proposed 
Workers’ Social Welfare Service should 
establish:— 

(a) Medical facilities. The greatest 
threat to the security of the labourers 
is sickness, something no one can indi- 
vidually budget for, therefore it was 
proposed that the employees’ medical 
facilities should be assumed by the 
employers, particularly those with large 
and organised trade union such as those 
listed, at the beginning of this article. 
This is no more than the general prac- 
tice prevailing in Britain and America 
and it should be adopted for general 
application in Hongkong. Besides the 
passing of requisite legislation to cover 
such a Health Insurance Plan, the 
Director of Medical Services should con- 
fer with the employers in order to make 
them agree on a common plan of action 
on the following matters:— 

(1) Free clinic to be established in 
the place of employment and conveni- 
ences for the workers during and after 
their working hours. (2) Arrange- 
ments to be made to facilitate admission 
to Government & private hospitals. 
(3) Sick leave, medically certified, to 
be granted with wages up to a certain 
period, after which partial deduction to 
be made. (4) Workers’ families to be 
given preferential treatment on a 
mutually contributary basis between 
labourer, employer and Government. 
This trial scheme of limited scope might 
serve as an experiment for a more ex- 
tensive scheme based on the permanent 
residence of workers in Hongkong. 

The extra medical staff could be re- 
cruited from the “refugees” doctors, 
numbering over a 100, who are denied 
the chance to practise their profession 
here because they happen to have gra- 
duated from a non-British university. 
These unlicensed medical practioners, 
some of them having been here over 6 
months, have to make a living somehow 
unless they are willing to go back to 
where they came from. Meanwhile 
some of them are forced by vanishing 
means to practise in the black markets, 
others hang out their shingles as her- 
balists and specialists of all sorts. Some 
of them are pestered by prospective 
clients for free medical advice over din- 
ner tables and at other social occasions. 
These doctors are often serving a large 
clientele who cannot pay the regular fees 
charged by most of the licensed doctors. 
The existing regulation permits how- 
ever a round-about way of utilizing their 
services by having the Director of 
Medical Services employ them as Gov- 
ernment’s staff at $1,250 per month and 
in turn “ration” them to the proposed 
clinies of companies. This scheme has 
the further adyantage of Government 


supervision to ensure that it is at all 
time” maintained at standard level of 
efficiency. 

(b) Rice. The present rice rationing 
system has proved itself full of loopholes 
and has attracted investigation on both 
the volice anti-corruption branch as well 
as that of the Government. But the 
source of supply of commercial rice is 
more and more restricted so that prices 
of “free” rice reach record heights. The 
present labour dispute could be largely 
attributed to this single factor. 


Before the entire rationing system is 
to be thoroughly revamped, there is no 
reason why limited reform could not be 
made to divorce the workers’ rice from 
the present overall system in order that 
the workers could rest assured that they 
are getting Government rice of standard 
quality in palatable condition at the 
cheapest possible price. The employers 
could make arrangements with the 
Government to have the total allotted 
rationed amount of rice, eovering every 
member of their employees and families, 
earmarked for issue at reduced prices 
through Labour Consumers Co-opera- 
tives which would have to be estab- 
lished. These could be entrusted with 
taking delivery of the allotted amount 
directly from Government warehouses 
to prevent any unpalatable and sub- 
standard quality rice being palmed off 
to workers. 

Nothing but organised and collective 
action of Consumers Co-operatives 
could prevent the repetition of the issue 
of bad rice to the ration card holders 
who had no means of redress except by 
refusing to buy this inferior rice. A 
public rice boycott has been started 
already since March 1948. For almost 
two years the general public, which 
few exceptional periods, refused to 
take uv their rationed rice, a fact ad- 
mitted by the Colonial Secretary in 
Legislativate Council last summer when 
it was stated that 70% of rationed rice 
was taken up. 

Anyone connected with the post-war 
rice business knows that every ship- 
ment fluctuates in grade, every godown 
lot varies in percentage of broken rice 
and every stack differs as regards the 
stage of deterioration. The one in the 
know can readily point his finger at 
once at what he would like to have for 
his own rice bowl. Let the co-opera- 
tives do their own picking and no one 
will loose by it except the “Railroading 
racketeers.” 

Before the entire rice rationing 
system for the whole community could 
be reformed, let us make sure that the 
essential service employees are immune 
from the effect of this unhealthy 
system. Workers must have their own 
consumers co-operatives which could 
eventually be extended the right to 
import their own rice and other daily 
necessities known to the Chinese 
domestic economy as the “Seven Essen- 
tials every morning.” 

The disparity of prices of rice be- 
tween Siam and Hongkong is a puzzle 
which was left unanswered ‘by the 
Government inspite of repeated re- 
quests by the public. The F.A.O. sus- 
pended the United Nations allottment 
since this lst January allowing rice to 
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be freely exported through commercial 
channels. Hongkong has yet to con- 
form to changed conditions and re- 
move the restriction on commercial 
import of rice. Owing to the F.A.O.’s 
refusal to increase Hongkong’s quota in 
accordance with increased population. 
since 1946, the Government is yet un- 
able to issue much more than the quar- 
ter million ration cards, limited to those 
who could vrove 7 years’ residence prior 
to 1941. The essential service em- 
ployees should however all be elegible 
for ration by the mere fact of their 
being engaged in essential services. 
The Labourers’ Consumers’ Co-opera- 
tives should be charged with the 
responsibility of efficient distribution of 
rice of good quality and condition for 
all employees thus solving the difficult 
problem of rice rationing which experi- 
ment could eventualy be applied to the 
entire community. Until free import 
is restored, the Government would be 
well advised if it would disclose its 
actual cost of rice and reduce the 
ration price as much as practicable. 
This is the most effective means of 
bringing down the present high cost of 
living, for 99% of the community is 
still based on the economy of “Rice- 
power.” 


(c) Housing. The employees no 
less than the rest of the community 
feel keenest the shortage of housing 
and particularly within convenient dis- 
tance to enable the workers to walk 
to and from their places of employ- 
ment and living. Enlightened countries 
and progressive employers have as- 
sumed the responsibility of housing 
their workers in settlements and 
dormitories. Hongkong should not be 
the exception to the general practice. 
No longer can we evade our civic res— 
ponsibility and let the housing problem: 
become worse frOm year to year. 
Higher income groups both of Govern- 
ment and commercial communities havé 
been taken care of, but the lower in- 
come group is left helpless. The power 
of allotting Crown land rests with the 
Government, therefore it is urged that 
(1) suitable sites be allotted to the em- 
ployers, with the assistance of banks 
and under supervision of the P.W.D., 
Medical Dept. and Urban Council 
jointly to plan to build within 3 months 
2,000 workers’ huts each costing about 
$1,000. 


Fire lanes, sewage and communal out- 
houses should be laid out to prevent 
stupid duplication of the squatters, a 
disgraceful state of affair which should 
have never been allowed to come into 
being, when some official supervision 
during the period of construction 
would have been sufficiently effective 
to prevent their haphazard growth. 
These desperate home-builders were 
allowed to build without guidance or 
supervision as if just to be victimized 


later by any “scouts” who come 
periodically for their “squeeze’’. 
If the initial finances could be 


arranged as short term loans at the 
bank rate of interest, the labourers 
themselves will take advantage of free 
Government land to build on their own 
account. The total of these 2,000 huts 
should be $2,000,000 to $3,000,000, a 
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sum only half of the cost of the Gov- 
ernment Leighton Hill flats that house 
only 26 civil servants Later brick and 
mortar houses could be planned more 
leisurely. The various commercial 
companies could transfer from their 
Reserve Accounts certain sums for in- 
vestment in workers’ houses and de- 
duct monthly from their salary as 
interest for the capital invested if com- 
panies’ surplus reserves would be 
invested in the outlined manner. A 
most effective weapon would also be 
provided to discourage strikes. Cen- 
tralised ltbourers’ houses at convenient 
distances could help in the simplifica- 
tion of transport. 


* * * 


It would appear to be another start 
of a vicious circle if higher wages are 
paid to workers, under the mistaken 
belief that they would ultimately in- 
crease spending power, as higher wages 
eventually lead to higher cost of living 
which returns to the beginning of the 
cycle, i.e. demand for increased pay. 
Thus the supply of cheap but whole- 
some food, proper housing and health 
services may obviate the otherwise 
legitimate demand by labour to receive 
higher wages when cost of living rises. 
Another angle to the proposition of 
establishing the above outlined social 
services is the investment of reserve 
funds in workers’ dormitories and 
whole settlements; such investment will 
bring returns commensurate with 
those of any other real estate venture 
and will assure the management of a 
steady source of income from its own 
workers who have to pay monthly rent. 


In order to enable management to 
accommodate labour it will be neces- 
sary that Government, that is the com- 
munity at large, provides Crown land, 
for a limited period, at no .or at 
nominal cost (ie. the short-period 
alienation of Crown land at. no finan- 
cial benefit to the community); employs 
those physicians who are not permitted 
to practise in the Colony but are 
otherwise fully competent, and reserves 
the services of these physicians to the 
workers; and supplies or otherwise 
makes provision to have workers’ re- 
presentatives conducting their own 
direct purchases of foreign rice with- 
out deriving any profit from such 
transaction. 


Labour will undoubtedly appreciate a 
scheme which enables them to live 
more securely than under present con- 
ditions and will not press demands for 
an increase in wages; therefore, the 
always existing threat of a strike, in 
case labour’s demands being ignored or 
not fully acceded, may vanish if steps 
are taken to realise the proposed estab- 
lishment of Workers’ Social Welfare 
Service. Rather than giving workers 
larger amounts every month, part of 
which could go towards financing or 
comforting men out of work by their 
own volition, the supply of, primarily, 
living quarters would stabilise the 
economic needs of workers and make 
them view with suspicion any attempt 
at agitation. 
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The Gross Gap between Enactment and Enforcement 
in the Municipal Law of Hongkong 


By G. S. Kennedy-Skipton, Chairman Hongkong Urban Council 1940. 


PART II: THE HAWKER SCANDAL 


The Hawker Scandal although less 
dangerous to health than the matshed 
scandal, dealt with last week, is on an 
even larger scale, and its history is a 
good deal longer. It began to assume 
serious proportions in the late twenties 
when large numbers of refugees from 
China’s wars took to hawking in Hong- 
kong. At that time all hawkers were 
licensed by the police and food hawkers 
by the health authorities as well and 
although the regulations and the num- 
ber of classes were fewer the system of 
control was greatly complicated by the 
fact that there were a number of small 
and irregularly shaped areas around each 
market in which hawking was forbid- 
den whilst in the adjoining areas haw- 
king was allowed. Sometimes a single, 
street and a small street at that would 
be split in two by the line of cleav- 
age. The result was a daily cluttering 
of the Courts by crowds of hawkers 
supposed to have ‘been caught on the 
wrong side of the line and the frequent 
dilemma of the magistrate as to whe- 
ther he would convict on the sole 
evidence of a constable or let the haw- 
ker go, there being nothing in the ad- 
mitted facts to point one way or the 
other. In fact the magistrate frequent- 
ly compromised (de facto though not 
de jure) by cautioning the hawker. In 


1935 the law was codified in a single 
ordinance (Hawkers Ordinance) ad- 
ministered by the Urban Council and 
whilst permitted and forbidden areas 
were retained these were made much 
larger and the area concerned was 
specified in the licence. At the same 
time the police concentrated on prose- 
cuting for unlicensed hawking rather 
than for hawking in the wrong district. 
All this made it easier for the magis- 
trates and might have resulted in 
bringing the problem under .control had 
it not been for the huge numbers of 
destitutes, driven to the Colony by 
Japanese frightfulness in the late 
thirties, who turned to hawking for a 
living. An official survey made when 
I was Chairman Urban Council in 1940 
disclosed that the number of unlicens- 
ed hawkers was about 25,000 as against 
3,000 who were licensed. 


Nothing could be more certain than 
that the number unlicensed is now larger 
than before the war and probably ex- 
ceeds 30,000. On the other hand the 
number licensed is not much greater 
than before the war. Since some at- 
tempt is made to enforce the law, as 
witness the frequent convictions in the 
Courts, it is difficult to see how such 
a large number as 30,000 could manage 
to maintain itself. Defiance of the law 


Let additional benefits be given to 
them in a form which cannot be talked 
out of them, in a form which cannot be 
canvassed away, something which can- 
not be “voluntarily offered” as dona- 
tion in a self denying campaign how- 
ever insidious they may be appealed to. 
Let benefits be given to them and their 
families which for an equal amount of 
money they could not obtain for them- 
selves either individually or collective- 
ly without the blessing of the Govern- 
ment and the investment and the 
employers. 

If in case of strikes in utility com- 
panies the Defence Force may run these 
utilities (as happened at the last ferry 
strike when almost every launch was 
put out of commission in no _ time) 
there is danger of possible friction in 
handling non-English speaking crowds 
whose sympathy might be with these 
strikers, their compatriots, who might 
view the intervention of the forces in 
the role of strike breakers as a_ price 
too high for Hongkong to pay. If the 
Liberators of 1945-46 did not quite pull 
it off, then in this year of grace, 1950, 
when liberation means something else, 
it is safe to say that miracles cannot be 
counted on as fool-proof cure-alls. 

It is also no use saying: that we 
should refuse to placate our utilities 
workers because if and when things go 
wrong we can fall back on the 600 odd 
essential services volunteers. It smacks 
of the same frame of mind and has as 
much sense as that which says that 


because one’ has medical and hospital 
services at call that care need not be 
taken to avoid getting sick. 

Each Company, though facing mainly 
the same demand from its employees, 
has its own circumstances that make 
uniform response difficult if not im- 
possible. Hard and fast figures of in- 
creased pay will bind arbitrarily and 
will eventually be found inconvenient 
by employers, other than the 9 utility 
firms. A social welfare scheme could 
be adopted by each company according 
to its own peculiar circumstances and 
capacity. But the long term advantage 
would be the same and could be safely 
entrusted to the respective managers 
and union leaders to jointly formulate 
its own detailed plans. 

Better arrangements must be made 
than prewar to prepare Hongkong 
against external aggression. This time 
it is largely a matter of internal 
security or in the actual words of our 
local military authority who ought to 
know what he was talking about — 
Hongkong’s internal security is 50 times 
oe important than external securi- 
is 

If the same energy spent in putting 
through emergency legislation to pre- 
vent strikes and other contingencies is 
spent in keeping own the cost of living 
and to ameliorate the housing and 
medical and food shortage and make 
cheaper and better rice available to the 
population, the threats of to-day may 
be avoided or altogether dismissed, 
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and the police has in fact reached a 
fine art. Devices employed are the 
use of shops, by arrangement with the 
shopkeepers, as quick hideouts in 
raids, the maintenance of tip-off boys 
at strategic points, and the concentra- 
tion of business before 9 a.m. and be- 
tween 5 and 7 p.m. when the police 
are, or are hoped to be, either not yet 
abroad or eating their chow. Recently. 
I heard a hawker complaining that 
conditions had grown worse of late 
because the hawkers no longer receive 
warnings of raids from police head- 
quarters and consequently hawkers 
were being frequently caught by sur- 
prise and in large numbers. 

It is indeed obvious that the police 
themselves do not consistently enforce 
the law. Thus, to give an instance, on 
December 30th 1948 two boys aged 15 
and 10 were fined $5.00 each or four 
strokes by Mr. W. H. Latimer for ply- 
ing the trade of a bootblack without a 
licence in the Tsimshatsui area of 
Kowloon. Yet every day of the week 
both then and now one might find a 
bunch of unlicensed boy  bootblacks 
beside the steps of the Kowloon Hotel, 
the second hotel in the Tsimshatsui 
area. No one interferes with them 
and indeed they perform a useful ser- 
vice to the hotel residents. 

The law on the subject is as follows: 
—Under the Hawkers Ordinance No. 
22 of 1935 Section 2 all hawkers must 
be licensed by the Urban Council. Re- 
gulations made under ‘this Ordinance 
on 24th October 1947 licence and re- 
gulate seven classes of hawkers viz: 
Stallholders, Fixed Pitch Hawkers, 
Pedlars (strolling hawkers selling any- 
thing except newspapers), newspaper 
hawkers, Bootblacks, Steamship haw- 
kers (who board steamships) and Na- 
tive Craft Hawkers. 

The following are important require- 
ments under these regulations, num- 
bered ad hoc for the purpose of this 
article. 

1. Every licencee must keep his 
licence conspicuously displayed, in his 
stall in the case of a stall holder, or on 
the lapel of his coat, in the form of a 
lapel card, in the case of the other 
hawkers. 

2. All land hawkers are limited to 
the areas specified in their licences. 

3. The amount of the fee varies not 
only with the class of licence but also, 
except for bootblacks and ship haw- 
kers, with the area concerned. For 
non-stationary hawkers it varies be- 
tween $5.00 and $20.00 a year. 

4. In the first two classes above 
mentioned the right to sell food also 
involves a higher fee. 

5. In the case of food, provision is 
made for the sanitary condition of all 
containers. ; 

6.. Every licence, displayed as 
above, must carry the licencee’s photo. 

7. In no case may any one deputise 
for the licencee. 


8. No hawker may squat on any 
public street or pavement. 


9. Any Health, Police, or Revenue 


officer may inspect and retain the 
licence. 
10. Issue of licences is at the abso- 


lute discretion of the Urban Council 


_ of the reach 
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ECONOMY OF TAIWAN 


By Arthur A. Simpson 


In autumn of 1945, the administration 
of the island of Taiwan was taken over 
by the Nationalist Government of 
China, ending 50 years of domination 
by Japan. Taiwan, which has been 
widely known as Formosa, lies about 
100 miles off the coast of China, op- 
posite the Province of Fukien. It has 
an area of approximately 13,900 square 
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miles and a population now estimated 
at 7,000,000. A high range of moun- 
tains from north to south forms the 
backbone of the island—the eastern side 
being exceedingly steep and craggy and 
the western slope flat and well suited 
to agriculture. The Pescadores, a group 
of islands located between Taiwan and 
the China coast, are also incorporated 


(Note no new licences are being issued 
at the present time). 

It will be seen (Number 9 above) 
that the illicit hawker who survives 
must be a hardy creature since he has 
many official enemies. 

Licenced hawkers generally observe 
the regulations since these are not 
onerous and the limitation of licences 
renders the licence a valuable invest- 
ment. The breach of the law consists 
in the existence of tens of thousands 
of illicit strolling hawkers who would 
get a licence if they could but cannot 
because the licencing authority refuses 
to issue them. The law thus becomes 
a farce, traffic is obstructed, and great 
harm is done to the stallholder haw- 
kers, who pay some $20 to $30 a month 
for their licences, and to the market 
stallholders, many of whom pay even 
more, by the untaxed competition of 
the illicit hawkers. As with illicit 
matsheds and every other tolerated 
scandal, one of the worst aspects of 
the matter is that a law which is some- 
times but not always enforced pro- 
vides a golden opportunity for graft on 
the part of unscrupulous members of 
the public service—thus corruption be- 
comes established and presently pro- 
ceeds from a field where it is easy to 
fields where it is more difficult and 
where, but for this bridgehead of cor- 
ruption, it could never have penetra- 
ted. Another objection to the existing 
state of affairs is that the activities of 
the unlicensed hawkers in promoting 
distribution and lowering prices are on 
the whole beneficial to the community 
—they ought not therefore to be treat- 
ed as outcasts. 

Thus if means could be found to 
license these hawkers several impor- 
tant advantages would accrue:— 

(1) Since a licensed hawker is a 
controlled hawker it should be easier 
than it now is to prevent their obstruct- 
ing traffic and interfering with the ap- 
proaches to the markets. 

(2) Respect for municipal law 
would be increased and the work of 
the police made lighter. 

(3) A serious temptation namely 
the possibility of levying graft on un- 
licensed hawkers would be placed out 
of the officers charged 
with the supervision of hawkers. 

(4) The livelihood of some 30,000 
industrious workers together with that 
of their dependants would be improved. 

The main objections to licensing 
30,000 hawkers are (1) that they would 
interfere with traffic and (2) that as 
hawkers of food they tend to spread 
infection, the implication being that 
though some hawking of food is in- 
evitable it is better to restrict the sale 


of food to fixed premises as much as 
possible. These objections are how- 
ever vitiated under present circum- 
stances by the fact that the 30,000 
hawkers maintain themselves anyway 
in defiance of the law. 

Where such a vast number of wor- 
kers is concerned and the nature of 
their activity not inherently vicious 
the solution evidently lies in a con- 
structive plan which would give the 
hawkers a chance to be law abiding 
rather than in negative repression 
which since they cannot be repressed 
stimiulates them to defy the law. Such 
was the plan put forward by Dr. 
Selwyn-Clarke as Director of Health 
Services in 1940 and for which as 
Chairman Urban Council I carried out 
a survey of available sites. Dr 
Selwyn-Clarke proposed on the one 
hand to establish about 20 small haw- 
ker markets throughout the Hongkong 
urban area and Kowloon where for a 
nominal sum a hawker could rent a 
tiny stall by the day or half-day or, 
if it proved feasible, even by the hour 
and sell his goods under decent condi- 
tions without let or hindrance. On the 
other hand when these markets were 
open he proposed to clamp down 
severely on all unlicensed strolling 
hawkers. An area of three quarter acre, 
roughly 70 yards by 40 yards, would 
have accommodated in approved stalls 
700 hawkers or in 2 relays a day (as 
in Cheungchau Island market) 1400 a 
day. Thus 20 such sites would have 
sufficed for the 25,000 hawkers con- 
cerned, or most of them. Sufficient 
sites were actually found to be avail- 
able without undue cost. Some harm 
would be done on paper to stall holders 
in existing markets where as in some 
cases the possible site was rather close 
to a market, but since comparable 
harm was already being done illegally 
by the unlicensed hawkers, there was 
not much in this argument. Certainly 
this and other possible objections ap- 
peared capable of being dealt with by 
practicable measures of administrative 
adjustment. 

The position is substantially the 
some as in 1940 except that the haw- 
kers are rather more numerous, and 
the same remedy would undoubtedly 
apply now. Given such markets, traf- 
fic conditions would be improved, dan- 
gers from food infection would be re- 
duced, and above all, and with special 
reference to the title of this article, 
the tone of society would benefit by 
treating tens of thousands of thrifty 
and well meaning individuals as use- 
ful citizens instead of as criminals only 
fit to play cat and mouse with the 
police. 
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into the Taiwan Provincial government, 

The spread of civil war in China has 
caused important developments in the 
economic outlook and political position 
of Taiwan. The movement of a large 
refugee population from the mainland, 
and transfers of Nationalist military 
forces to the island have imposed a 
burden upon Taiwan’s resources. Com- 
munist control of the China seaboard 
has necessitated a- reorientation of the 
oversea economic relationships of Tai- 
wan developed since 1945. 


Under the Japanese, Taiwan had a 
twofold value: first, as a colony which 
could supply foodstuffs and other raw 
materials for homeland consumption or 
re-export, and, secondly, as a base for 
military operations in the Japanese 
plans for expansion throughout South- 
east Asia. The second phase of de- 
velopment tended to strengthen Tai- 
wan’s independence of the Japanese 
regime, since military planning called 
for ‘a greater degree of self-sufficiency. 
such as the establishment of improved 
transportation facilities, electric power, 
and food-processing and other indus- 
tries which prior to the late 1920’s had 
been confined primarily to Japan 
proper. 

Thus, the large part of Taiwan’s in- 
dustry has been established during the 
past 25 years and, from a technical and 
equipment standpoint, may be assumed 
to be relatively modern when compared 
with mainland China. However, in 
many instances, the haste in which the 
Japanese established industrial units 
resulted in incomplete planning and a 
disregard for labour- and cost-saving 
practices. Many plants that were trans- 
ferred to Taiwan from Japan were in 
poor condition, with the result that a 
mumber of the less important second- 
line industries, while useful, do not 
approach western standards of efficiency 
and mechanization. 

Taiwan’s economy is primarily agri- 
cultural, and the greater share of the 
industrial activity takes the form of 
processing of agricultural products. 
Rice and sugar accounted for more than 
one-half of the prewar total production 
value and more than 70 percent of the 
value of all exports. In 1937, the total 
value of farm products exclusive of the 
value of production of the food-pro- 
cessing industries was in excess of 
US$100,000,000. The importance of 
agriculture can be seen from the follow- 
ing table showing the value of produc- 
tion in 1941 as compared with 1937: 


Table 1.—Value of Taiwan’s Production 
in 1937 and 1941 
(in thousands of Yen) 
AOSTA 941 CY 
US$0.2879) US$0.2344) 


Agricultural 

products 402,947 568,904 
vise da amen 16,664 40,062 
Fishery products 16,837 54,035 
Industrial 

products 374,931 646,767 
Mining products 36,200 92,210 

TROtal) Mes eit 847,579 1,401,978 


Prewar statistics give the total land 
area of Taiwan as 8,889,101 acres. At 
the end of 1938, the cultivated land was 
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reported as 2,119,930 acres, divided into 
1,301,972 acres of wet fields and 817,958 
acres of dry fields. About 800,000 acres 
of this land were used for double crop- 
ping, Thus cultivated land comprised 
23.85 percent of the total area of the 
island and about 45 percent of the 
plains area. The cultivated area in 1949 
is estimated at 2,055,000 acres, a rela- 
tively small decrease below 1938, when 
population gains and the land used for 
the wartime construction of airports 
and industrial sites are considered. 

Taiwan is self-sufficient in basic food- 
stuffs and, in addition to rice and sugar, 
can produce an exportable surplus of 
sweetpotatoes, vegetables, fruits, tea, 
camphor, and essential oils. These sur- 
pluses are the cash crops of the Tai- 
wanese farmers. 
Rice 

Taiwan’s value to China in the post- 
war period has been her rice production 
and potential surpluses; formerly about 
one-half of the annual rice crop, or 
650.000 metric tons, was shipped to 
Japan. Despite the increase in the 
island’s population from 6,000,000 to 
7,000,000 and a shortage of fertilizers, 
which reduced postwar production of 
rice to 1,150,000 metric tons, it is be- 
lieved that annual exports of 300,000 to 
400,000 tons were possible, although 
recorded exports were substantially 
smaller. The Economic Cooperation 
Administration granted Taiwan 41,000 
Jong tons of fertilizer for the planting 
of the midsummer 1949 rice crop and 
an additional 54,000 long tons are being 
made available for February-March 
1950 planting. As a result of the receipt 
of this fertilizer, the production goal 
of rice for the 1949-50 crop year has 
been set at 1,400,000 metric tons. 
Domestic consumption of rice has in- 
creased considerably during the postwar 
years, principally because of the con- 
trolled price for this staple established 
by the Taiwan authorities, which brings 
it within the income of that portion of 
the population formerly dependent 
upon the lower-priced sweetpotatoes as 
a basic foodstuff. 


Sugar 


Sugarcane cultivation in Taiwan was 
introduced on a small scale by the 
Dutch and Chinese prior to 1895. Owing 
to Japan’s dependence on foreign mar- 
kets for sugar, the Japanese developed 
improved strains of cane in Taiwan 
through the years, expanded acreage, 
and constructed modern sugar refineries. 
It is believed that the creation of a 
sugar industry on the island was mo- 
tivated by the desire to obtain a source 
of supply within’ the Japanese Empire, 
thereby conserving the foreign ex- 
change required for imports of this 
commodity, with the suitability of Tai- 
wan for sugarcane cultivation a second- 
ary consideration. It is generally con- 
ceded by the present-day sugar interests 
that climatic conditions are not favour- 
able for cane cultivation north of Tai- 
chung, a city almost halfway down the 
island. 

Cane yield per acre is low in relation 
to other producing areas, with the 
postwar yield at’ 12.5 short tons in the 
1946-47 season and 13.3 in the 1947-48 
season, as compared with the Philip- 
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pines (16.1 short tons in 1947 and 17.2 
tons in 1948) or with Louisiana and 
Florida (16.8 short tons in 1947 and 
20.8 tons in 1948). A lack of fertilizers 
is undoubtedly an important factor in 
the low cane yield per acre, but, in 
view of the absence of foreign exchange 
with which to pay for imports of fer- 
tilizer, those quantities that have been 
obtained are being utilized in rice 
production. 

While production of sugar amounted 
to nearly 1,000,000 metric tons in 1938 
and approximately 1,400,000 tons in 
1939, postwar production has lagged far 
behind this figure. Production amount- 
ed to about 500,000 metric tons in 1948, 
but is expected to decrease considerably 
during 1949, as low world sugar prices 
have resulted in decreased acreage 
planted to this crop. 


Sugar Versus Rice 


The question of sugar versus rice was 
a controversial issue during the Japan- 
ese administration and has so continued 
in the postwar years. Prior to the war, 
the relative acreage devoted to the two 
crops varied from time to time, depend- 
ing upon the rice requirements of the 
Japanese mainland. Sugarcane cultiva- 
tion was increased or decreased by 
means of a system of bonus payments 
and lower taxes on acreages devoted to 
cane in conjunction with a_ planned 
curtailment of water on land suitable 
for the cultivation of rice. 

According to press reports this ques- 
tion presented itself in the ‘postwar 
period when the Chinese Nationalist 
Government desired to extend the is- 
land’s sugar industry in order to obtain 
foreign exchange, while the Provincial 
government desired to increase. rice 
production. The farmer prefers to 
cultivate rice because by double crop- 
ping he is able to get from it a larger 
return than from sugar which has a 
14- to 18-month growing period. With 
the loss of the mainland to the Chinese 
Communists and the decline in the 
world price of sugar, during 1948, it 
was decided to reduce greatly the sugar 
acreage by. limiting planting to the 
southern half of the island. 


Sweetpotatoes 


Sweetpotatoes are grown throughout 
the island and during the entire year. 
The potatoes are used as food, animal 
fodder. and in dried form for the manu- 
facture of alcohol and starch. Human 
consumption was large prior to the 
Pacific war, as sweetpotatoes were sub- 
stituted in part for the rice diet because 
of their lower cost. The Japanese en- 
couraged production, as the surplus 
was used to manufacture butyl alcohol. 

Postwar human consumption has de- 
creased owing to the low rice prices, 
although the natives continue to subsist 
on this staple which can be cultivated 
on the steep mountain slopes. The 
Chai-yi solvent plant, which has been 
repaired, expected to operate at one- 
fourth capacity during 1949, and to use 
12,000 tons. of dried sweetpotatoes. 
Despite the rice shortage in China 
proper, exports of sweetpotatoes have 
been prevented, by heavy transporta- 
tion costs, from reaching their high 
prewar levels. 
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Tea - 

Once competing ‘in world markets 
with India and Ceylon teas, Taiwan or 
Formosan tea attained a reputation of 
universal scope as ‘a result of Japanese 
promotion efforts and careful grading of 
export shipments. The restoration of 
the tea plantations, which utilize the 
steep terraced slopes for the most part 
unsuitable for other crops, is one of the 
major agricultural projects in Taiwan. 

The postwar yields of the tea trees 
have run from average to poor, as a 
result of difficulties arising from neglect 
and lack of pruning during the war 
years, insufficient fertilization, and in- 
sects and disease which cannot be 
combated until insecticides are made 
available to the growers. The fertilizers 
most needed are ammonium sulphate, 
calcium cyanide, bean cake, night soil, 
and green manure. Owing to shortages 
of fertilizer, it is very doubtful whether 
the first three kinds enumerated above 
can be used on the tea plantations for 
several seasons. Tree disease has spread 
rapidly in the past few years, and 
large quantities of insecticides are 
needed. Tea production during 1948 
was estimated at 9,600 metric tons, an 
increase of 2,000 tons over 1947. Pro- 
-duction in 1949, however, is estimated 
at 3,800 metric tons, a decrease of 50 
‘percent from expected totals. The 
-spring crop decrease was attributed 
principally to unfavourable weather. 
but the stagnant export market and a 
-shortage of operational funds contri- 
buted to the decline in production. 


Pineapples 

Pineapples were cultivated in Taiwan 
before the Japanese occupation but did 
not become a_ large-scale enterprise 
until local canneries were established 
in the 1920’s. Within 10 years, the 
island became the third largest pro- 
ducer of canned pineapple in the world. 
Pineapple cultivation reached its peak 
in 1939, when nearly 26,000 acres were 
harvested for a yield of 145,816 metric 
tons. The acreage has steadily decreas- 
ed since that year, and in 1946, the lasi 
year in which accurate statistics were 
maintained, the total land in cultiva- 
tion was 7,813 acres and the yield 17,265 
metric tons. It is reported that the 
acreage has continued to decrease, and 
the 1948 cultivation was estimated at 
6,000 acres and the yield about 16,000 
metric tons. The discrepancy in price 
‘between pineapple and other crops is 
the main factor in the postwar decline 
of its cultivation. Much of the land 
cleared of pineapple in 1946 and 1947 is 
reported to have .been replanted to 
cassava, which nets the farmer almost 
three times the returns that can be 
realized from pineapple. The experi- 
‘mental farms that formerly supplied 
the farmers with new plants now lack 
the funds to carry on this work and 
confine their activities to the cultiva- 
tion of pineapple for the government 
«canneries. 


‘Bananas 

Bananas, which are grown through- 
‘out the island, constituted one of the 
four leading exports in prewar years, 
more than 10,000 metric tons being 
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exported to China and Manchuria and 
120,600 metric tons to Japan in 1938, 
out of a total production of 182,000 
metric tons. Shipping difficulties, in- 
sect blights, and the loss of the Japan- 
ese market, except for small shipments 
made to SCAP, have been severe limit- 
ing factors in the postwar banana 
cultivation. In the period 1938-44, the 
area planted to bananas average more 
than 46,000 acres annually, while the 
annual yield averaged 150,000 metric 
tons. The 1948 acreage was estimated 
at 35,000, and the yield was estimated 
at slightly over 178,000 metric tons. 
Since domestic consumption of bananas 
is estimated at 50,000 to 60,000 metric 
tons, production over this amount is 
available for export. 

In addition to the foregoing, oranges, 
vegetables, grapefruit, longans, plums, 
pomegranates, persimmons, peaches, 
mangoes, and papayas and other fruits 
are widely grown throughout the foot- 
hills on the western side of the island. 
It is estimated that 12,800 acres were 
planted to orange groves in 1948, which 
yielded approximately 29,500 metric 
tons of oranges. Insect pests and 
drought affected the citrus crops, and 
the yield in 1948 was some 15 percent 
below the 1938-44 period. Statistics are 
not available for the other citrus fruits 
enumerated above. but these crops were 
similarly affected by insects and 
drought. In season these fruits are 
plentiful on the domestic markets, but, 
with the possible exception of oranges 
and papayas, it is doubtful whether 
there will be any exportable surpluses 
for a number of years to come. 


Tobacco 

Complete records of tobacco culti- 
vated in Taiwan are not available, but 
the known 1938 planting was 4,089 acres 
and the yield 2.896 metric tons. In 1948, 
9,710 acres were planted and the pro- 
duction was estimated at 3,365 metric 
tons, while production in 1949 is ex- 
pected to reach 8,610 tons, owing to a 
71-percent increase in acreage and a 
23-percent increase in tobacco labour- 
ers. Local needs of the tobacco mono- 
poly are estimated at 4,000 metric tons, 
leaving the excess for export. 

The quality of the tobacco has de- 
teriorated in the past few years because 
of a lack of new seed. Steps have been 
taken by the Provincial Tobacco Bureau 
to correct this, and 20 percent of the 
tobacco plants for the 1948 crop were 
supplied to the farmers by the state- 
owned experimental farms. 


Cotton 


. Efforts to raise cotton in Taiwan have 

been unsuccessful, although the Japan- 
ese were interested in cotton cultivation 
and in 1939 extended the acreage to 
more than 27,000. Apparently the 
climate and the insects present too 
great an obstacle to production, and in 
some years there are almost complete 
crop failures. Cotton is urgently need- 
ed. however, and in the absence of 
sufficient imports, the Provincial gov- 
ernment has decided to increase the 
acreage. Small amounts of cotton were 
granted to Taiwan during 1948-1949 by 
the Economic Cooperation Administra- 
tion. 
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Other Farm Products 


In addition to the foregoing, Taiwan 
also produces substantial amounts of 
jute and sisal, although the island has 
always been dependent upon imports 
of these commodities for bagging agri- 
cultural products. Production of jute 
in 1948 was estimated at 13,500 metric 
tons, or about 25 percent of require- 
ments, while production of sisal was 
believed to have been less than 2,000 
metric tons—far short of requirements. 


* * * 


Agricultural Problems 


The primary agricultural.problem of 
Taiwan is to lower tenants’ rents in 
order to afford an economic incentive 
to the farmers, and to remove agrarian 
unrest. A reduction in land rent and 
the correction of abuses in the land- 
tenure system were among the impor- 
tant recommendations of the Joint 
Sino-American Agricultural Mission in 
1946. However, it was left to ‘the Joint 
Commission on Rural Reconstruction, 
established under the terms of the 
Economic Cooperation Administration 
plan for China, and including American 
as well as Chinese members, to insti- 
tute the following program: 

1. Land rents were to be reduced 
from the 50 to 70 percent of the main 
crop formerly charged to the 387.5 per- 
cent permitted by the National Gov- 
ernment land laws. 

2. “Key money,’ or the fee for entry 
upon the property, was to be limited 
to a maximum of 25 percent of the legal 
rent in cases where key money has been 
paid in the past, but no key money 
was to be paid where no such payment 
was previously made. 

3. Security of tenure of from 3 to 6 
years was to be guaranteed to the ten- 
ant at the discretion of each district or 
municipality in place of the practice of 
changing tenants annually. 

4. Written contracts were to be con- 
cluded between tenants and landlords 
and registered with local committees. 

The foregoing program was put into 
effect by the Taiwan Government as 
applicable to the harvest of the first 
rice crop during the summer of 1949 
and with the intention of enforcing the 
program completely and throughout 
the island by the end of 1949. 

It was estimated that in the summer 
of 1949 there were 527,000 farmers in 
Taiwan, of whom 39 percent were 
tenant farmers and 28 percent were 
part owners of the land. Of the 
approximately 309,000 tenant farmers 
on the island, 298,388 paid rent at the 
new rate following harvest of the first 
rice crov in the summer of 1949, in- 
dicating the extent to which the 
recommendation of the Joint Commis- 
sion on Rural Reconstruction had been 
implemented. 

In addition to the problem of land 
rents, fertilizer procurement has been 
one of the primary: agricultural prob- 
lems in postwar Taiwan. No attempt 
was made by Japan to make the island 
self-sufficient in this respect, even 
though agricultural production is the 
backbone of Taiwan’s economy — 
possibly because it provided a market 
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for fertilizers manufactured in the 
Japanese home islands, and the pro- 


ceeds therefrom could be applied 
against the purchase of Taiwan's 
agricultural surpluses. The costs of 


Japanese fertilizers were low, permit- 
ting extensive use by the farmers 
irrespective of the low prices obtained 
for farm produce. : 
The postwar use of fertilizer has 
been severely restricted, first, because 
fertilizers, particularly the nitrogenous 
type, have been in short supply 
throughout the world, and _ secondly, 
because fertilizer prices have increased 
out of proportion to the prices now 
obtained for Taiwan’s_ agricultural 
products. It is estimated that Taiwan’s 
minimum requirements of fertilizer are 
about 250,000 metric tons per year, 


divided as follows: ’ 
Metric tons 


Superphosphate .......... 70,000 
Calcium cyanamid .. 5... ... 30,000 
Ammonium sulphate ...... 100,000 
IBEANWCAKES™ sirersers re leit nites) siaie 50,000 

Totaly maces be ae sie 250,000 


In 1948 domestic fertilizer production 
was estimated to consist of 28,300 
metric tons of superphosphate and 
10,000 tons of calcium cyanamid. In ad- 
dition, fertilizer-manufacturing equip- 
ment supplied by UNRRA was! to be 
installed during 1949, and production 
of cyanamid was expected to reach 
30,000 tons per year. Although the 
Taiwan Provincial government and 
ECA are supplying substantial amounts 
of fertilizer for rice, shortages of ferti- 
lizer for other crops still remain. 


Industrial Problems 


Industrial development in Taiwan, 
except for sugar mills and some light 
industry, has been very recent and has 
not progressed very far. The value of 
industrial production under Japanese 
rule amounted to 375,000,000 yen in 
1937, the equivalent of US$107,962,500. 
Of this total, more than 70 percent 
represented the output of the foodstuffs 
industry, while production of chemicals, 
chiefly fertilizer, amounted to nearly 10 
percent, and metals, 3 percent. : 

Under the Japanese administration of 
Taiwan, the large Japanese companies 
dominated trade and industry. Private 
Japanése capital, often in partnership 
with the government, controlled more 
than 90 percent of the industrial and 
mining enterprises. The relatively small 
amount of Taiwanese capital was con- 
centrated in trading concerns and small 
brokerage houses which collected pro- 
duce in the interior for the account of 
Japanese exports. Aside from two iron 
works, the Taiwanese participation in 
industry was limited to small shops of 
20 workers or less producing simple 
manufactured goods for the domestic 
market or semimanufactures which 
were shipped to Japan. 

After VJ-day, the Chinese Govern- 
ment assumed control of all utilities, 
monopolies, and those industries and 
trading concerns containing Japanese 
interests. Like industries, formerly 
owned by a number of Japanese firms, 
were grouped into one organization or 
company, sometimes composed of 100 
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or more individual units. Thus, where 
there had been some measure of com- 
petition between the various sugar, 
brick and tile, coal, chemical, metals, 
and food-processing industries, the 
newly formed organizations provided 
the National and Provincial govern- 
ments with a virtually complete domi- 
nation of Taiwan’s economy. 

The difficulties attendant upon any 
attempt at industrialization of the 
island stem from the fact that its non- 
agricultural resources are generally not 
important. Electric power is a possible 
exception, since the numerous streams 
provide a potential of 2,500,000 kilo- 
watts. The island, however, has a firm 
power supply of approximately 130,000 
kilowatts at the present time. 

The industrialization program intro- 
duced by the Nationalist Government 
for Taiwan has been confined largely 
to the rehabilitation of the prewar in- 
dustrial facilities which had been in 
many instances severely damaged by 
Allied bombing. Although plans have 
been developed for the creation of new 
enterprises and the enlargement of 
existing industrial production, nearly 
all of these have had to be suspended 
because of the lack of foreign exchange 
necessary for their procurement. Not- 
withstanding the lack of capital, the 
Nationalist Government has _ utilized 
existing facilities to their capacity, and 
production of many industrial items has 
been brought back to,. and in some 
cases has exceeded, the levels estab- 
lished under the Japanese regime. It 
should be noted that in several instances 
the result was accomplished at the 
expense of proper maintenance and 
repairs of existing equipment. Table 2 
shows the output of the principal manu- 
factured goods during 1936, the peak 
war years, and the postwar period. 

Sugar refining is Taiwan’s largest 
industry, production in prewar years 
averaging about 900,000 metric tons. 
Most of the mills, of which there are 
now about 35, are modern. The im- 
portance of the sugar mills is increased 
because of the facilities for producing 
industrial alcohol. Industrial alcohol has 
been mixed with gasoline in the ratio of 
1 part of alcohol to 3 parts of gasoline 
for use as a fuel in motor vehicles. In 
view of the comparatively hight cost of 
Taiwan sugar, which has retarded ex- 
ports, acreage is being reduced, and it 
is reported that production during 
1950-51 may not exceed 50 percent of 
the 1948-49 total. 

: Taiwan has an annual coal-produc- 
ing capacity of 3,000,000 metric tons, 
but because of high costs, arising from 
primitive mining methods, foreign 
markets are limited. Production in 
1949 is expected to approximate the 
1,649,000 metric tons produced in 1948, 
but because of the loss of the mainland 
market, exports are not expected to be 
Sufficient to dispose of the exportable 
surplus. 

_ The textile industry, which was neg- 
ligible under the Japanese occupation, 
has. expanded considerably under the 
Nationalist Government. Cotton spin- 
dles, which numbered 20,000 at the be- 
ginning of 1947, increased to 70,000 by 
the end of 1948, chiefly as the result: of 
the diversion of imports of new spin- 


‘result in exportable surpluses. 
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dles from Shanghai to the island. Al-— 
though shortages of raw cotton — re— 
quirements as estimated at 1,000 bales: 
a month — may deter further increases: 
in production of yarn and textiles, it 
should be noted that production of 
yarn in 1948 increased 18 times over 
that in 1947, while production of cotton 
cloth showed an increase of 37 per- 
cent over 1947. Its reported that 
5,000 spinning and weaving machines: 
were purchased in Japan and were to 
arrive in Taiwan by the end of 1949. 

The Kinkesaki copper mine, larger 
than any on the China mainland, has 
estimated reserves of 42,000 metric 
tons of ore (metal content). However, 
mine machinery and equipment have 
deteriorated, and it is reported. that 
considerable expenditures for new 
equipment must be made if the 1948: 
production of 900 tons of metal is to be: 
exceeded. 

In 1939, the Japanese established an 
experimental electric iron and steel 
factory having a capacity of 1,500 tons 
of pig iron, 1,500 tons of ordinary steel,. 
and 500 tons of special steel per year. 
Postwar production data, however, are 
not available, although it is reported 
that production of pig iron amounted 
to 2,030 metric tons in 1947. Iron and 
steel products are perhaps Taiwan’s 
most pressing industrial requirements, 
especialiy for the construction and re- 
pair of railroad facilities. Railroad 
facilties were never satisfactory, even. 
according to Japanese standards, and 
these deteriorated greatly during the 
war. Owing to the lack of any signi- 
ficant iron-ore reserves, iron ore has 
been imported in the past from Hainan- 


Island, off the southern coast of 
Kwangtung Province. 
Almost all of Taiwan’s machinery 


has had to be imported. However, one 
iron-works plant had 348 workers at 
the end of 1938 and produced sugar- 
plantation equipment, and other small 
plants produced marine engines and 
machine tools. Postwar statistics of 
production of machinery are not avail- 
able. 

Taiwan imported cement in prewar 
days, but with the establishment of 
three cement plants in the late 1930’s, 
production has become so large as to 
Cement 
is one of the island’s low-cost enter— 
prises owing to the prevalence of raw 
materials and efficient plants, and ex- 
ports have been made to Hongkong, 
where Taiwan cement has undersold 
the local product, and to the Philip- 
pines. 

Aluminum production of 2,500 metric 
tons during 1948 represented the high- 
est production in Taiwan, with the ex-- 
ception of the war years. The source 
Taiwan’s bauxite during 1948 was 
southern Fukien Province, where high-. 
grade deposits were found recently. 
With the Communist capture of that: 
Province, the island’s source of supply 
was cut off, and efforts were being 
made in the fall of 1949 to obtain this 
mineral from Bintan Island, near Sin— 
gapore. Some shipments of aluminum 
were made _ to the United States in 
1948, but it is understood that. the high 
cost of the island’s production will pre- 
clude further shipments. 
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Table 2.—Taiwan: 
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Industrial Production 


re es eee 


Commodity 


1,000 tons 


1,000 tons 
a ansom ost barrels 
Refined - ..... 55 
Electric power 1,000 kw. h 
Sugar, refined . 1,000 tons 


‘Industrial alcohol 
‘Chemical fertilizers 1 
Paper 
Caustic soda 
Bleaching powder 
Hydrochloric acid 
Textiles: 

Cotton ‘yarn. .-5..%- 

Cotton cloth 
Gunny sacks 
Fish catch 


1,000 tons 


1,000 yards 
thousands 
2,000 tons 


Troy ounces .... 


1,000 gallons one 


Peak year 
during 

1936 the war 1946 1947 1948 
1,744,000 2,800,000 1,049,000 1,308,000 1,649,000 
225,000 493,000 232,000 164,000 360,000 
6,915 6,961 0 R00 900 
82,000 126,000 0 7,700 12,200 
200 12,204 0 0 2,500 
1,420,000 3,030,000 97,300 192,600 235,400 
88,000 160,000 _ 14,000 36,000 
Negligible — 175,000 700,000 
497,000 1,066,000  463,0°0 566,000 832,000 
904,000 1,400,000 30,000 100,000 268,000 
4,800 9,000 2,700 1,109 4,900 
19,000 29,400 4,800 17,200 38,300 
12,400 23,700 2,900 5,400 6,500 
4, 8,300 950 3,300 4,800 
na 940 1,670 2,000 2,800 
na 780 740 2,900 3,100 
127 540 410 44 804 
1,800 2,600 1,850 3,270 4,480 
6,000 8,500 1,300 1,200 3,000 
93,000 129,000 51,500 59,900 65,700 


1 Including superphosphate and calcium cyanide 


nm. a.—not available. 


Taiwan has very small reserves of 
crude oil. However, a refinery, having 
an annual capacity of from 4,000,000 to 
5,000,006 barrels; was established on 
the island by the Japanese during the 
Pacific war in order to treat oil 
brought from Indonesia. This plant 
was severely damaged by Allied bomb- 
ing during the war and hence never 
got into production under the Japan- 
ese. It was repaired by the Chinese 
Government with the expectation that 
it would refine crude oil for the Chinese 
mainland, thereby saving considerable 
foreign exchange which otherwise 
would have to be expended for imports 
of refined petroleum, upon which 
‘China is heavily dependent. With the 
loss of the mainland market, produc- 
tion is greater than domestic demand, 
and it appears that 1949 production 
may show a substantial decrease froni 
the amount. produced in 1948. During 
the past year and a half, ECA has sup- 
plied the refinery with its crude-oil 
requirements. 

Taiwan’s chief industrial problem 
lies in high costs of production. These 
in turn come from the obsolete and 
deteriorated plants and equipment, 
from failure to make adequate repairs 
to existing facilities, and partially from 
the attempt to maintain uneconomic 
enterprises which were originally es- 
tablished by the Japanese to minimize 
‘expenditures for imports from hard- 
currency countries. Taiwan has ex- 
portable. surpluses of refined petro- 
leum, sugar, coal salt; and it requires 
iron and steel products, machinery, fer- 
‘tikizer, raw cotton, and jute, some of 
which may be obtained by barter with 
other countries that lack foreign ex- 
change. 

‘But barter or a link system of ex- 
ports and imports is cumbersome and 
inefficient, and unless costs are reduced 
‘to the point where the island’s products 
are competitive in the world’s markets, 
Taiwan will not be in 3 position to 
-realize the full development of its 
economic potential. 


Foreign . Trade 

Prior to the war, Japan supplied 85 
percent of Taiwan’s imports, and took 
more than 90 percent of its exports. 


The United States was the only West- 
ern country that had any important 
share in Taiwan’s trade. In 1937, Tai- 
wan’s total imports amounted to the 
equivalent of US$92,743,000, of which 
$80,000,000 came from Japan, nearly 
$5,000,000 from Manchuria, $2,000,000 
from the Kwantung Leased Territory, 
and $845,000 came from the United 
States. Many items of United 
States origin, however, came. from 
Japan, where stocks were on hand and 
delivery could be made in a few days. 
The amount of American goods impor- 
ted in this manner was not included in 
the foregoing statistics of imports from 
the United States. Exports in 1937 
amounted to the equivalent of $126,- 
731,000, of which $118,118.000 went to 
Japan, $1,848,000 to the United States, 
and $1,605,000 to China. 

Taiwan normally had a favourable 
balance of trade derived chiefly from 
export surpluses of rice and sugar to 
Japan; however its trade with the 
“non-yen bloc” showed an unfavour- 
able trade balance beginning in 1938 
owing to a heavy decline in exports, 
and subsidies were introduced to en- 
courage exports of tea, pineapples, and 
similar commodities to these countries. 

Taiwan had a.very high rate of per 
capita trade in prewar years — being 
surpassed in the Far East only by Ma- 
laya, and exceeding Japan Proper and 
Indochina (which latter country had 
four times as much population). Since 
the island has a surplus of a number 
of basic commodities for export, it has 
been said that, even when Taiwanese 
have little cash income, they have 
enough to eat and a place of shelter. 
Because of this, the burden imposed 
upon Taiwan by an interruption or de- 
cline of its foreign trade is indirect 
rather than direct. If the island is no 
longer able to export. it will be unable 
to purchase such products as dried fish, 
wheat and flour, beverages, textiles, 
petroleum, metal manufactures, ma- 
chinery, vehicles and vessels, fertiliz- 
ers, and jute, formerly obtained with 
the proceeds from its exports of basic 
commodities. It may be noted that 
Taiwan. in the postwar period has be- 
come self-sufficient in some commodi- 
ties formerly: imported and has even 
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developed export surpluses in cement 
and tobacco. However, the island will 
continue to be heavily dependent upon 
imports of raw cotton, crude petroleum, 
jute, machinery, metal manufactures, 
and fertilizer for some years to come. 

The nature and extent of Taiwan’s 
postwar foreign trade is not known, 
since China’s foreign-trade data do not 
show trade between the island and the 
mainland. It is believed, however, 
that considerable amounts of rice, 
sugar, and coal were shipped to, the 
mainland during the 3-year period 
1946-1948, since the sugar industry 
there was insufficient to care for do- 
mestic consumption, and certain parts 
of China are traditionally dependent 
upon imports of rice. In addition, 
72,000 metric tons of sugar and 32,350 
tons of salt were exported in 1948, 
chiefly to Japan, while 32,150 metric 
tons of cement were exported to the 
Philippines in that year. 

While foreign trade with countries 
other than China was restricted during 
the first three postwar years because 
of the absence of foreign exchange and 
the imposition of a severe import- 
licensing system, a substantial amount 
of unrecorded trade is understood to 
have been conducted with Japan, the 
Chinese mainland, and with Hongkong. 
In addition, several barter deals with 
Japan and Southeast Asian countries 
were consummated. 

According to the foreign-trade data 
compiled by the Provincial govern- 
ment, which are believed to be frag- 
mentary, exports during 1948 amount- 
ed to the equivalent of US$17,228,000, 
while imports amounted to $4,786,000, 
thus continuing the prewar pattern of 
a favourable balance of trade. Declar- 
ed exports to the United States, during 
1948, as compiled from consular in- 
voices prepared in the American Con- 
sulate General in Taipei, amounted to 
US$1,728,179, which was virtually as 
large as_ the total value exported in 
1937. The principal items exported to 
the United States were tea and tea 
waste, $1,040,000; canned pineapples, 
$293,370; bamboo poles, $243,066; and 
aluminum ingots valued at $86,453. 

The extent of Taiwan’s foreign trade 
during 1949 is not yet known; however, 
declared exports to the United States 
for the first 6 months of 1949 amount- 
ed to $959,498, of which the principal 
commodities were: tea and tea waste, 


$415,698; canned pineapple, $202,027; 
bamboo poles, $120,611; citronella oil, 
$101,649; fish-liver oil, $32,310; and 


molybdenite concentrates, $32,259. Ad- 
ditionally, Taiwan’s: exports to Japan 
during the same period amounted to 
US$10,707,000, of which sugar 
amounted to $9,464,000 and _= salt 
$1,049,000. 


Rising costs have hindered the ex- 
port of tea, only 6,000 metric tons being 
exported during the first 9 months of 
1949, compared with 10,000 tons in the 
corresponding period of 1948. De- 
valuation of the English pound is also 
reported as adversely affecting tea ex- 
ports, with the cancellation of an order 
for 200 metric tons, because of resul- 
tant higher prices for the Taiwan pro- 
duct as compared with tea prices in 
devalued-currency countries. 
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Hongkong Industrial Reports 


Factory Registrations 


The total number of applications re- 
ceived from factories and workshops 
for registration at the Hongkong La- 
bour Office during the October-Decem- 
ber quarter was 109 (52 on the Island 
and 57 in Kowloon & New Territories); 
34 registration certificates were can- 
celled (4 and 30), 34 applications were 
refused (11 and 23) of which 16 (4 and 
12) were illegal factories for which no 
formal application for registration was 
made; and 66 registration certificates 
were issued (25 and 41). The 109 ap- 
plications received during the quarter 
were as follows:—21 Printing (18 in 
Hongkong & 3 in Kowloon & N.T.), 8 
Engineering (1 & 7), 7 Metal Wares 
(1 & 6), 3 Electro Plating (1 & 2), 3 


It is also reported that Taiwan re- 
cently has begun shipping coal to 
Korea, that arrangements are being 
made to import cotton textiles and 


other merchandise from Japan to the 


value of- $2,000,000 in reciprocal trade, 
and that trucks and other items valued 
at $100,000 are to be obtained for 80 
metric tons of derris root and 600,000 
pounds of bananas. Negotiations were 
also under way to barter Taiwan rub- 
ber tires and coal for copra from Tai- 
nan Island. 

The foregoing statistics do not, of 
course, present the extent of Taiwan’s 
foreign trade, but indicate that a siz- 
able trade, on either a cash or a bar- 
ter basis, is in the making with Japan 
and other areas; and that high prices 
of some of the island’s commodities are 
a deterrent to their export — a factor 
that may be accentuated in view of 
the devaluation of the British pound. 
However, this difficulty may be al- 
leviated by barter arrangements. 

Since the eastern seaboard of China 
is occupied by the Communists, the ex- 
tent of Taiwan’s foreign trade with the 
mainland is questionable. High pro- 
duction costs, as well as_ shipping 
charges, may retard exports to South- 
east Asia, where the island’s principal 
exports, rice and sugar, compete with 
low-cost production in this area. At 
the present time, therefore, it appears 
that Taiwan must look to Japan as the 
market for its exportable surpluses and 
as a source of supply for many of its 
critical imports until production costs 
can be reduced and peace and stability 
return to the Far Kast. 


The author of the above 
survey of current economic conditions 
and problems of Taiwan—an island the 
possession of which, by the native For- 
mosans, the Chinese Kuomintang and the 
Chinese Communist Government, is being 
severely contested—has been from 1946 
to the earlier part of 1948, as economic 
analyst, attached to the U.S. Consulate 
General _in Hongkong. During Mr. 
Arthur Simpson's presence in the Colony 
many official and private organisations 
have benefitted from his economic in- 
vestigations into local conditions and 
from his advice which was always gen- 
erously given. This Review also owes 
Mr. Simpson a debt of gratitude for his 
friendly advice and assistance during its 
initial period of publication. Mr. Simp- 
son is now with the Far Eastern Branch, 
Areas Division, Office of International 
Trade, U.S. Department of Commerce, 
for which the above survey was compiled. 
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Plastic Wares (2 & 1), 2 Noodles (1 & 
1), 2 Perfumery (1 & 1), 2 Flour Mills 
(1 & 1), 2 Furniture (1 & 1), 5 Tin 
Cans, 5 Bean Curds, 2 Canned Goods, 
and 1 each Tooth Brushes, Spray Paint- 
ing, Garage, Paper Boxes, Spectacles, 
Sausage Casings, Lamp Mantles, Cable 
& Wireless, Handkerchiefs, Soy & 
Sauce, Mirror Polishing, Confectionery 
and Paints, all on the Island; in Kow- 
loon & N.T. 5 Knitting, 4 Dyeing, 4 
Torches, 4 Foundries, 2 Weaving (Cot- 
ton), 2 Cotton Mills, 2 Laundries, and 
1 each Sesame Seed Oil, Rubber Tyres 
(Retreading), Stone Crushing, Enamel 
Wares, Embroidery, Porcelain Wares, 
Electric Bulbs, Chemicals, Medicines, 
Camphor Wood Chests, and Distillery. 

The number of factories & work- 
shops registered and recorded during 
the month of December was 49 (25 & 
24), employing 1576 workers (992 men 
& 584 women) as shown below:— 


M. Ww. 
23 Printing (17HK & 6K &N.T.) 200 7 
2 Foundries: (2) HE). omen 46 — 
2 Engineering (1 & 1) AG) 13 — 
25 “Koanietings (iS) ee» terete 50 if 31 
2 Metal Wares (K.) ... ee 24 28 
22Pertumery.si(2) BEE) Ws. weniecjaeini 3) 7 
TeCottons aval. (ONCE) ute sven cies 128 120 
1 Enamel Wares, (N.T.) <.....5. 317 32 
1 Camphor Wood (K.) ........ 40 _ 
1 Biscuits & Confectionery (HK) 25 50 
1, Electric. Bulbs) (GS. ieacaisciere 20 25 
i ern tures Ce) ce len ye taleie ele tes 25 — 
1 Rice Flour Mill (K.) 14 —_— 
1 Distillery (Wines) (K) 14 —_ 
1 Cable & Wireless (K.) 17 _— 
1 Chemieals: (UN. E oye ccs ein 10 —_— 
1 Sausage Casing (HK.) 21 13 
i Plastic Wares'\(K)io casas. 5 15 
JayMorehes (3) te chysacrenmreavnsion 40 250 
DeGAUN ALY CIS) eihaiss <cniesalataieieesiers 9 —_— 
1 Stone Crushing (K.) ........ 5 —_— 
1 Weaving (Cotton) (K.) ..... 3 6 

992 584 


Registered and recorded factories & 
workshops that closed down in Decem- 
ber amounted to 11 (4 in HK. and 7 in 
K. & N.T.), comprising 1 Plastic Works, 
1 Saw Mill, 1 Embroidery Factory, 1 
Tyre Works, 1 Knitting Factory, 1 
Metal Works, 1 Textile Mill, 1 Electro 
Plating, 1 Weaving Mill, Metal Wares 
and 1 Sundry. In addition to the 
above, 1 Bakery in Kowloon changed 
its name. 

For the period January 1 to Decem- 
ber 31, 1949, the figures were: 503 ap- 
plications received (210 on the Island 
and 293 in Kowloon & New Terri- 
tories), 215 certificates cancelled (43 & 
172), 77 applications refused (23 & 54) 
of which 17 were illegal (4 & 13), and 
280 certificates igsued (85 & 195). 

At the end of 11949 a total of 991 fac- 
tories & workshops was registered (284 
& 707) and 284 applications were un- 
der consideration (130 & 154). 


Hongkong Electric Company 


The beneficiay effect of converting 
coal-fired to oif-fired boilers is felt by 
the Hongkong’ Electric Company who 
supply the Island with electricity. The 
company at present uses eight boilers. 
During last year seven were adapted to 
use oil, and between them they pro- 
duce a total of 427,000 lbs an hour 
steam. The remaining boiler — still 
using coal — is the largest of the lot 
with an output of 125,000 Ibs an hour, 
With oil there has been more efficiency, 
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less labour necessary, a saving in fuel. 
no ash, and the boilers are more easily 
regulated. Previously 6,000 tons of 
coal a month had been used; now the 
consumption is only 1,000 tons. _ 

Two new boilers, for either oil or 
coal-firing, of 100,000 lbs an hour each, 
are to be installed. One should be in 
operation by next March, the other by 
December. There are at present six 
turbines in use (one 1,500 k.w., three 
5,000 k.w. and two 15,000 k.w.). A 
new 12,500 k.w. turbine will be steam- 
ing in August and another 15,000 k.w. 
turbine in December. All restrictions 
over peak load on commercial power 
will then be lifted. 

Further additions to the plant by 
the end of 1952 or the beginning of 
1953 will be another 20,000 k.w. tur- 
bine and two 150,000 lbs an hour oil- 
fired boilers. The Company will then 
be in a position to deal with the ex- 
panding needs of Hongkong island. 
Before the war there were 45,000 
meters on circuit; at the end of 1949 
there were 62,000. The Company is at 
present connecting new consumers at 
the rate of 900 a month. 

Tricity House, the Company’s new 
building adjoining Duddell Street, will 
be ready for occupation by the middle 
of January. The building will house 
the City Sub-Station, meter depart- 
ment, mains department, and there are 
also seven flats for the staff. Special 
feature will be an underground garage 
— first of its kind in Hongkong — for 
staff cars. Engineers are to install in 
Tricity House two 22,000-volt feeders. 
These will be in commission not later 
than May, when improvement should 
be noticeable in the supply of electri- 
city to the City. 

A number of large buildings in the 
Central /area have been, or will be, 
provide with their own high tension 
supply, thus relieving the load on the 
City.network. Cables in the buildings, 
earrying 6,600 volts, are transformed 
doyfn to the voltages required. The 
installation in Marina House not only 
serves the building itself but also the 
Hangkong & Gloucester Hotels. The 
Hongkong Bank has an independent 
supply. Other buildings to be similar- 
ly equipped will be Electra House, the 
Bank of China, and the new Alexan- 
dra Buildings. 

The cross-harbour cable connecting 
one of the power stations on the Island 
with a power station of the China 
Light Company on the mainland has 
proved useful in the past and might 
prove useful again in the future — 
especially if there were a major break- 
down on either side. The cable be- 
ing capable of an exchange of 3,000 
k.w. is not used to any great extent at 
the moment. 


Electricity Production 

Total production in November was 
20,997,811 k.w. hrs. of which lighting 
accounted for 5,924,963, power 6,717,- 
711, bulk supply to consumers 7,400,- 
449, traction 824.620 and public light- 
ing 130,068 k.w. hrs. 

Production in October amounted to 
20,657,795 k.w. hrs. The monthly 
averages for the period Jan./Sept. 1949, 
the years 1948 and 1947 were respec- 
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tively 17,254,379 k.w. hrs., 12,526,000 
k.w. hrs. and 7,587,303 k.w. hrs. The 
remarkable advance in general econo- 
mic activity in Hongkong is best illus- 
trated by the increase in the electric 
power production since 1947. 


Gas Manufacture & Distribution 

In November gas production and 
consumption totalled 37,109,700 cubic 
feet of which domestic consumers ac- 
counted for 32,364,100, industrial en- 
terprises 2,181,500, public lighting 
2,564,100 cubic feet. The monthly 
averages for the first three quarters of 
1949 and for the years 1948 and 1947 
were respectively 30,912,890 cubic feet, 
23,955,708 and 18,361,959 cubic feet. 


Building Construction 

The following statistics relating to 
plans of buildings approved by the 
Building Ordinance Office of the Public 
Works Department afford some indica- 
tion of the trend in intention to build 
or to renovate existing. buildings. 
Owing to the fact, however, that build- 
ing lots frequently change hands, and 
new plans may be submitted for ap- 
proval by the new owners in the place 
of those already approved, the present 
figures do not afford a precise indica- 
tion of actual progress in building. 


Monthly 
Monthly Average Novem- 


Average Jan-Sept., ber, 
1948 1949 1949 
European type houses 45 49 34 
Chinese type houses 177 72 69 
WACtOries!  jcisterow'sre.s seks 3 3 4 
MCHOOIS Waa. rts < ols ons 6 —_ 3 
Official Buildings .... 2 — — 
Temporary Sheds ... 8 8 11 
Site formation ...... 3 6 15 
Houses for Repair & 
Rehabilitation ..... 20 14 116 
Houses for Alterations 
& Additions ....... 38 595 470 
Godowns'~.... ...... 3 6 9 
BNA CS cats vinteins + ee 2 3 — 
Ney) sy carb decdses anne — 1 _ 
Whurches’ Ge... see. ss — -- 1 
Houses for Demolition 3 8 10 
ASOT) Wee. ase ee wiehal= _ _ 1 
Cinema Theatre ..... — _— 1 
Total Plans Approved 708 765 744 


Cement Production 

The Green Island Cement Co. Ltd., 
the Colony’s only cement manufactur- 
ers, produced in November 5107 metric 
tons of cement. The monthly averages 
for the first 3 quarters of 1949, for the 
years 1948 and 1947 were respectively 
4200 tons, 4435 and 2852 tons. 


Milk Praduction 

The various dairies of the Colony 
among which the Dairy Farm, Ice & 
Cold Storage Co. Ltd., a British man- 
aged public company, ranks foremost, 
produced in November a total 72,196 
gallons of fluid milk. There has been 
a consistent advance in milk produc- 
tion and the number of imported cows 
has continually risen. The Chinese 
people in Hongkong have become more 
‘milk conscious’ and there appears to 
be an ever increasing demand for fresh 
milk. The consumption of imported 
fluid milk and milk in cans (evaporat- 
ed, condensed and powdered) is also 
on a steady increase. 

Monthly averages of milk produc- 
tion in Jan./Sept. 1949 and in 1948 
and 1947 were respectively 59,779 gals., 
42,987 and 32,544 gals, 
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_ Economic Developments in Shanghai and Tientsin 
For the period Dec, 7—14. 


SHANGHAI 


Banking and Finance:— The money 
market was easy throughout the week 
as black market rates were quoted be- 
low official exchange rates. This re- 
sulted in.a large scale surrender of US 
dollar notes to the Bank of China. In 
addition, the interest rate went lower 
until it reached only 2 percent on De- 
cember 12. Consequently, many Chi- 
nese banks incurred heavy losses on 
repaying short-term deposits which 
were made in November at a time 
when the interest rate was 8 percent. 
Banks, however, report increases in 
deposits ranging from 80 to 150 per- 
cent over mid-November as strict con- 
trol over the commodity market and 
supervision of bank loans by the au- 
thorities kept money out of circulation. 

Outgoing remittances in November 
totalled 337 billion Chinese dollars 
while incoming funds aggregated 347 
billion. Both show increases over Octo- 
ber but the greater amount of incoming 
remittances reflects November inflation 
tendencies, 

On December 8, official foreign ex- 
change rates were revised upward. The 
US dollar rate for commercial drafts 
was increased to PB$16,500 while the 
currency rate was advanced to PB$14,- 
850. On the same day the telegraphic 
transfer rate for pound sterling was 
raised to PB$41,250 while the note rate 
was revised to PB$29,250. The Hong- 
kong commercial rate was adjusted up- 
ward to PB$2,600 and the note rate to 
PB$1,950. 

On December 12 the official US dollar 
note rate was again revised to PB$16,- 
200 while the TT rate was increased to 
PB$18,000. 

The “Big Head’ (Yuan Shih-kai) 
silver dollar official rate was raised to 
PB$4,000. No official explanation was 
given for this action which represents 
a 100 percent increase. 

Foreign Trade:—The rise in Hong- 
kong commodity prices due to the de- 
valuation of the Hongkong dollar from 
its equivalent of US$0.241875 to US$ 
0.175 has reduced the profits of Shang- 
hai importers, 

The East China Foreign Trade Con- 
trol Bureau has issued a total of 5,649 
import licenses since June; nearly all 
provided that the importer furnish his 
own foreign exchange. 

Foreign firms are now eligible for 
membership in the importers-exporters 
guild in Shanghai. 

The China Silk Corporation has been 
exporting 250 bolts of silk piece goods 
and private companies 600 bolts to 
Thailand. This is the first case of re- 
viving any former Chinese trade with 
Southeast Asia. 


200 tons of tung oil, 330 tons of wool, 
and 12,000 cases of tea are to be ex- 
ported from Shanghai in the next few 
days. All of the foregoing cargo was 
shipped aboard the American ship 
“Franklin.” 


Internal Trade: — Local authorities 
have opened the Southwest China 
Trade Bureau in Shanghai to expedite 
trade between these areas. 

Taxation:—Firms which pay a busi- 
ness tax on branches located in other 
cities are no longer exempted from pay- 
ment of the Shanghai business tax. 


Transportation: — Train service be- 
tween. Chengchow and Sian has been 
resumed. Shipping service between 
Shanghai and Chungking has been re- 
sumed; freight charges run between the 
equivalent of approximately US$650 
and US$1,000 at current official ex- 
change rates. Also freight and passen- 
ger rates of shipping cornpanies operat- 
ing between Shanghai nad Hankow 
have been increased 45 percent. 


Commodities: — Tung Oil: China’s 
tung oil production for 1949 is now 
estimated at 100,000 metric tons, com- 
pared with 115,000 metric tons in 1948, 
indicating that tung oil exports during 
1949-50 may approximate 65,000 to 
70,000 metric tons. The total that has 
arrived in Shanghai since the commu- 
nist takeover of the city is estimated 
at 1,500 tons and present stocks are 
believed to be not more than 200 tons. 
Hankow stocks of tung oil are reported 
to be about 200 to 300 tons while Hong- 
kong had only about 390 tons toward 
the end of November. China’s exports 
of tung oil during 1948-49 approximat- 
ed 51,726 metric tons, of which 75 per- 
cent was shipped before the May 
changeover. Hongkong has assumed 
the major role in exports since then. 
Exports from Shanghai aggregated only 
1,580 metric tons of tung oil from May 
through October, of which 68 percent 
was sent to the USSR. Soviet Russia 
took some 1,319 tons in 1946-47 and 
3,042 tons in 1947-48. 


The week under review was marked 
by heavy dumping operations on the 
part of the authorities. On December 
8 a total of 440 tons of rice, 2,600 bags 
of flour, 66 tons of edible oil, 830 bales 
of yarn, and 5,700 bolts of cloth were 
sold by the government. Shanghai 
authorities now plan to centralize all 
cotton cloth market transactions and 
exercise strict suvervision over all sales. 
This is already being done in the rice 
and yarn markets. Despite government 
regulation of trading activities, how- 
ever, all commodity prices registered 
an increase over the previous week as 
shown in the table below: 


Increase over 


Commodity Unit Dec. 5 Dec. 12 previous week 
PB$ PBE (percent) 
Rice (1st grade) 172 lb. 125,000 135,000 8.00 
Flour 49 lb. bag 35,000 42,500 21.43 
Pork Catty (1.1023 Ib) 3,800 4,000 5.26 
Beef Do 3,600 3,800 5.55 
Oil (soybean) Do 2,900 3,400 17,24 
Bricks (briquettes) Do 193 215 11.40 
Cloth 40 yd. bolt 135,000 140,000 3.70 
Sugar Catty 3,500 3,700 5.71 


_ 
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The parity deposit unit rate reflected 
the rise in commodity prices, advancing 
from PB$2,762 on December 7 to 2,883 
on December 14. 

For the period December 15-19:— 

The period under review was marked 
by a watchful attitude towards (1) 
the new year’s bonus, and (2) end-of- 
the year settlements. Commodity and 
financial markets were dull; activities 
were directed to selling in preparing 
for squaring accounts at the end of 
the year. The government bond issue 
is now scheduled for January 5, 1950. 

Finance and Exchange:—A joint loan 
office of all Shanghai banks was opened 
on December 15 with a capital totalling 
PB$12 billion, or approximately 
US$740,000 at prevailing official rates 
of exchange. Of this amount 84 _ per 
cent was subscribed by private banks 
while the remainder was paid by 
the state banks. These funds are to 
be used in advancing industrial loans. 

All official foreign exchange _ rates 
remained unchanged until December 19 
on which date the US dollar currency 
rate was increased to PB$17,000 and 
the telegraphic transfer rate to PB19,- 
000. At the same time pound sterling 
rates were advanced to PB$30,000 and 
to PB$45,500 respectively while the 
rate tor Hongkong dollar notes rose to 
PB$2,000 and the draft rate to 2,850. 

Black market rates settled between 
the currency and the TT rates due to 
lack of demand while the daily interest 
rate had dropped to 1.5 per cent by 
December 19. 

The drop in the parity deposit unit 
to 2,794, on December 19 resulted in 
raising the ratio of the unit to the 
United States dollar to 6.8. The recent 
upward adjustments in the exchange 
rate together with the decline in the 
parity deposit unit rate has thus been 
in favor of the foreign employer. 

Foreign Trade:—No import duties 
are to be charged on goods shipped 
from South China to Shanghai via 
Hongkong. Importers were given until 
December 31 to clear with the Customs 
authorities goods that were imported 
prior to the takeover of Shanghai. 

Measures for nationalising the export 
of hog bristles were promulgated on 
December 4 by the East China Foreign 
Trade Control Bureau. The measures 
prohibit direct export trade by private 
merchants but do not affect domestic 
trading. 

Labour:—The Finance and Economic 
Commission of the State Administra- 
tive Council announced rules on De- 
cember 11 which were to serve as a 
criterion for government-operated en- 
terprises in paying the new _ year’s 
borus. These rules are:— 1. Enterprises 
which formerly paid no bonus need not 
Pay a bonus this year. 2. Enterprises 
that formerly paid a half-month’s 
bonus are to pay the some amount 
this year. 3. Enterprises that formerly 
paid more than a half-month’s bonus 
are to pay the same amount, but any 
figure in excess of this is to be paid at 
a 50 per cent discount. In no case is 
the bonus to exceed two months, Pay- 
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ment may be made in installments. 

The commission pointed out that in 
view of the present financial position, 
the amounts paid by government- 
operated enterprises in bonuses cannot 
be too high, otherwise the government’s 
financial burden would be unavoidably 
increased. 

The Labour Bureau announced that 
in the period from June to November 
of 1949 there were a total of 2,977 
labour disputes in Shanghai. 


Commodities:—The recent dullness in 
commodity trading together with an 
inactive money market allegedly stems 
from two causes: (1) The extreme 
vigilance exercised by the authorities 
in curbing speculation; and (2) As end- 
of-year settlement draws near, factories 
and firms are selling rather than buy- 
ing. This passive state is reflected in 
the prices of leading commodities as 
of December 19 compared with the 
previous week: 
I 


Change over 


Commodity Unit Dec. 12 Dec. 19 prior week 
‘PB$ PB$ (Percent) 
Rice (lst grade) . sna. 172 lb 135,000 134,000 — 0.7 
Blour, (ais eee 49 lb. bag 42,500 41,000 — 3.5 
Pork: ®.rnds ahcteeacteeee Catty 4,000 4,000 an 
Bee hieatiat atta eae aan . 3,800 3,800 be 
Oila(Soybean) ara nates ie 3,400 3,200 59 
Bricks (briquettes) ...... és 215 215 ae 
Clothuge seh. ee ee: 40 yd. bolt 140,000 138,000 lee 
Sugar lage econ eee Catty 3,700 3,800 + 2.7 


NATIONALISATION OF BRISTLES 


Measures for nationalizing the export 
of hog bristles have been announced by 
the East China trade control. Tne mea- 
sures prohibit direct export by private 
merchants but do not affect domestic 
trading. 

Rules are: 1. State organizations are 
set up in various parts of the country 
to handle the export of hog bristles. 
2. Private merchants wishing to export 
may sell products to State organiza- 
tions upon approval by these organiza- 
tions. 3. Price the State organizations 
will pay is determined by cost price plus 
legitimate profit, taking into account 
market conditions and quotations in 
country of destination. 4. State or- 
ganizations may appoint private organi- 
zations as agents to procure bristles. 
5. Trading and processing inside China 
may be continued by private com- 
panies. 6. Regulations effective upon 
promulgation, December 4. 


* * * 


TIENTSIN 


For the period November 18—Decem- 
ber 1, 1949:— 

Foreign Trade: — Consular declared 
exports from Tientsin in November 
were valued at US$1,543,521. Of this 
total, woollen carpets aggregated $363,- 
816 or 22 percent; egg products, $194,- 
971 or 11 percent; raw furs, $150,375 or 
10 percent (of which Kolinski made up 
$61,435, weasel $38,997, and goat $23,- 
015); walnuts, $147,497 or 9 percent; 
and straw braids, $119,588 or 7 percent. 
Other exports were:  sheep’s wool, 
$77,649; Cashmere wool, $49,832; bris- 
tles, $82,660; horsehair, $50,093; sausage 
casings, $38,126; and human hair nets, 
$25,234. 

Shipments of carpets were approxi- 
mately the same as in October. Walnut 
meats showed a seasonal increase while 
sheep’s wool registered a marked in- 
crease. All other major exports drop- 
ped in volume. For purposes of com- 
parison declared exports from Tientsin 
in October totalled US$1,371,818. 

In the two-week period ending No- 
vember 26, foreign exchange proceeds 
realized from exports of which about 


40 percent was in US dollars, and the 
remainder in pound sterling and Hong- 
kong dollars totalled the equivalent of 
US$1,303,535. 

Finance: — Official foreign exchange 
rates were revised upward three times 
in the period under review, November 
21, 26, and 29. The changes in both 
the commercial draft rate and the cur- 
rency rate is shown in the table below: 


Nov. 21 Nov. 26 Nov. 29 
PBS PBS PBS 
United States dollars: 


Draft, rate! weiss ,000 12,000 14,000 

Currency rate .... 9,000 10,800 12,600 
Pound sterling: 

Draft. rate! «os i: 23,500 30,000 35,000 

Currency rate .... 17,500 20,000 21,700 
Hongkong dollars: 

Drake matey \. cave sie 1,200 1,920 2,240 

Currency rate .... 800 1,400 1,650 


Commodities:—Prices of leading com- 
modities showed a drop in the week 
ending December 1 as compared to the 
previous week. The retail price of rice 
dropped from the equivalent of US$0.12 
per catty on November 24 to US$0.07 
on December 1. Wheat flour, per 49 
pound bag, went down from the equi- 
valent of US$6.60 to US$3.79 in the 
same period. 

The parity savings unit rate in Tien- 
tsin reflected this drop, declining from 
PB$3,553.89 on November 24 to PB$3,- 
219.32 on December 1. 


For the period December 2 to 8:— 


Foreign Trade:—For the week end- 
ing December 3, foreign exchange pro- 
ceeds realized from exports totalled 
US$818,013; £12,670; HK$344,440; and 
Rs.450, or the equivalent of U9$908,695. 
This represents a 78.7 per cent in- 
crease cver the previous week. 

During the last 10 days of November, 
exports from Tientsin to Hongkong 
totalled the equivalent of slightly over 
US$800,000 at prevailing official ex- 
change rates. Of this total, rugs com- 
prised 21.41 per cent; walnut meats, 
13.17 per cent; and vermicelli, 7.58 
per cent. No shipments, however, were 
reported of bristles, egg products, bean 
eakes, and peanut oil. Imports from 
Hongkong in the some period totalled 
the equivalent of approximately 
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COMMERCIAL MARKETS 


@ Transportation Impasse 


The week’s news has not indicated 
any lessening of the tension felt during 
the past few weeks prior to recognition, 
although a sense of relief is felt that at 
long last the die has been cast and for 
better or for worse the British Govern- 
ment has irrevocably declared for re- 
cognition. India was the first of the 
Commonwealth nations to accept the 
Situation as it stands and it would 
appear to have been a wise decision, 
but the outcome will be clearer at the 
close of the Ceylon conference where 
the whole question of communism and 
its relation to the Far East generally, 
will be fully discussed. 

In the meantime Hongkong showed 
little excitement when the posters an- 
nounced that the British Government 
had accevted the position and had given 
recognition to the new regime in China. 
It was rightly felt that this was but 


US$640,000 which included lubricating 
oil (10.44 per cent), copper wire (17.38 
per cent), chemical products, dyestuffs, 
and gunny bags. 

Internal Trade:—In the last 10 days 
-of November, Manchurian shipments 
by rail to Tientsin comprised 25,356 
tons of cereals, 2,568 tons of timber, 21! 
tons of paper materials, 150 tons of 
kerosene, and 120 tons of sugar. Tien- 
tsin’s shipments to Manchuria in the 
same period included among others 580 
tons of peanut oil, 60 tons of cement, 
25 tons of paper, 2 tons of cloth, and 
30 tons of soda. 

Finance:—Official foreign exchange 
rates were revised on December 7 to 
PB$18,000 for US dollar drafts and 
commercial paper to PB$16,200 for 
currency notes, At the same time the 
rate for pound sterling instruments was 
revised upward to 45,000 (30,000 for 
currency) while the rates for Hongkong 
dollars were advanced to PB$2,850 and 
to 1,800 respectively, 

Commodities:—On December 7 the 
Bank of China in Tientsin had _pro- 
vided a total of PB$650 million to the 
government North China Furs. and 
Skins Company for the collection of 
skins and hides, and an _ additional 
sum of PB$1i,280 million for the pur- 
chase of wool in Suiyuan Province. The 
bank had loaned the North China 
-Britsle Company PB$400 million for 
the purchase of bristles in the North 
China areas. 

With the exception of flour, the prices 
of leading commodities in Tientsin con- 
tinued to decline in the week under 
review. For example, the retail prices 
of rice dropped from the equivalent of 
US$0.07 per catty on December 1 to 
US$0.04 on December 8. Similarly, the 
price of cloth dropped from the equi- 
valent of US$8.93 per bolt on Decem- 
ber 1 to US$7.22 on December 8. 

The Nankai University’s Economic 
Research Institute announced on 
November 29 the general commodity 
price index as 14,758,078, an 8.76 per 
cent increase over the previous week. 


the initial step in a new policy towards 
China, but until the Peking authorities 
publicly acknowledge their receipt of 
this recognition, no immediate effect 
will be noticeable. At the same time 
there are signs that things are assum- 
ing a more normal aspect, especially in 
so far as trade is concerned. Trans- 
portation from Hongkong to China and 
vice versa is however difficult and is 
likely to remain so for a while, not 
only on account of the Nationalist 
blockade of Shanghai which forms a 
hindrance to the smooth working of 
trade, but also because of the lack of 
through service on the Kowloon- 
Canton Railway. Shumchun is at pre- 
sent the terminus for the China end 
of the railway and Luwo for the Hong- 
kong end, and goods have to be con- 
veyed from one terminal to the other. 
Now, with the re-opening of the 
Canton-Hankow Railway, Shumchun 
is becoming more congested than 
ever, not only with goods from 
Central China but also with cargo 
despatched into China from MHong- 
kong; in fact the congestion became so 
serious during the past two or three 
weeks that the Chinese section of the 
railway eventually had to put on one 
additional freight train a day, which 
has to some extent relieved the situa- 
tion, though the goods still continue to 
pile up at each end. Owing to the 
almost entire lack of storage facilities 
at Shumchun the goods have to remain 
in the open, and though fortunately for 
all concerned this is the dry season, 
there are instances where damage has 
been sustained, especially in the case 
of flour and newsprint. The resumption 
of normal through traffic between 
Hongkong and Canton would appear to 
be the only solution, for not only would 
it do away with the Shumchun muddle, 
but it would release a certain number 
of freight cars for use on the Hankow 
run. 


The Pen and the Sword 


One of the oldest axioms, that the 
pen is mightier than the sword, is a 
recognised fact by the Communists and 
one adopted with great success by 
Russia, especially in those countries 
which have in the course of the past 
few years come into the Soviet orbit. 
China is now to be subjected to a 
course of education by propaganda. 
Not only are printing machines being 
imported but also ink in large measure. 
One ship alone discharged some $170,- 
000 worth of printing ink at Tientsin 
and one wonder how many sheets of 
foolscap will eventually flow from 
Peking over the rest of China as well 
as other parts of the Far East. 


China Bristles Trade 


The situation concerning the China 
bristle trade is undergoing a change in 
that nationalisation of the industry 
under the East China Area Foreign 
Trade Control Board is now in progress. 
The scheme comes under the heading 
of “temporary regulations,’ but ia 
effect the newly formed National 
Bristles Company will act as receiver 
of bristles from all firms and factories 


and will in turn fix the prices taking 
into consideration the cost to the pro- 
ducer and leaving a reasonable (the 
percentage is not known) margin of 
profit for firms and factories. The 
National Bristles Co.» will appoint a 
sub-agency to handle exports and while 
private firms will still be free to con- 
tinue collecting from the country dis- 


tricts they must have the goods 
processed into standard quality for 
export. 
Chinese Embroideries 

The world renowned Chinese em- 


broidery trade has of recent years been 
badly affected. In fact it has not 
recovered from the collapse experienced 
during the war, when through force of 
circumstances nearly half the number 
of firms formerly engaged in this in- 
dustry changed over to other commodi- 
ties. As a result of the lack of orders 
from America and Europe, it is calcu- 
lated that the price of general embroi- 
deries has dropped as much as 33%. 
For instance embroidered hankerchiefs 
which were usually a most important 
branch of this work fell from $11 or 
$12 a dozen to $7 or $8. It was hoped 
that the Communists would lower the 
export tax on the finished products but 
this has not been the case. In fact 
there has rather been an increase from 
the 15 cents tax per dozen as demanded 
by the Kuomintang, to 75 cents by the 
Communists. 

Cotton Knitted Goods 


Since the closure of Shanghai to 
traffic Hongkong cotton knitting manu- 
facturers have been enjoying the pri- 
vilege of being the chief producers in 
the local market, but they are now 


threatened with renewed competition 
due to the opening of the Canton- 
Hankow railway which is _ bringing 


cotton knitted goods to the local market. 
In fact the quantity is so great that 
the railway has not been able to take 
all the cargo, so that part has had to 
go to Tientsin by the Pukow-Tientsin 
Railway and thence by ship to Hong- 
kong. Already some 10,000 towels are 
reported to be on their way with fur- 
ther consignments to follow. 
Tobacco Leaf 

Some 100 piculs of tobacco leaf re- 
cently left Hongkong en route for 
Canton for the use of tobacco factories 
in Central China. Importers of this 
item have to obtain a permit from the 
Canton Trade Department before being 
transhipped and is strictly not to bs 
sold on the open market but is only 
to be utilised by factories to which it 
is consigned. 


Hongkong at the B.I.F. 


The Hongkong British Industries 
Fair Committee is now making pre- 
parations for participation in the Bri- 
tish Industries Fair to be held in Lon- 
don in May this year. Discussions to 
that effect took place during the recent 
visit of Mr. E.G.A. Grimwood, Director 
of the London Office of the Hongkong 
Government. 

In the previous two years, Hongkong 
has exhibited a large quantity of local 
products, and in obtaining the _ entry 
to U.K. of these exhibits, difficulties 
have been encountered with the United 
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Kingdom Customs Authorities. In ad- 
dition, it has become increasingly dif- 
ficult to arrange a display when space 


must be allotted according to the 
amount paid by the exhibitor. In has, 
therefore, been decided that the 


1950 Hongkong stand will be financed 
by the publication of a directory of 
Hongkong manufacturers and _ firms 
who participate in the exhibition. 
5,000 copies of the directory willbe 
produced and the fee for insertion of 
a firm’s name will be $500. This car- 
ries with it the entitlement to display 
on the stand a representative item of 
the firm’s products. Since the ex- 
hibits will be forwarded to London by 
the Committee, the total cost to any 
firm of participation in the British In- 
dustries Fair will be $500 plus the 
cost of the item which they display. 
The directory will be distributed both 
from the stand at the Fair and from 
the Hongkong end, and will have a 
worldwide circulation. The Committee 
is of the opinion that the directory will 
serve a much better purpose than sim- 
ply exhibiting at the Fair for a period 
of 14 days. 

Within this week, the Committee will 
be distributing application forms for 
insertions in the directory and firms 
are asked to complete and return these 
at the earliest possible date. Should 
any firm not receive a circular, the 
secretaries will be pleased to supply 
one on request. 

The Committee will once again 
charter a special plane to convey 
visitors to the Fair and will book hotel 
accommodation in London, assist with 
passports and arrange visits to fac- 
tories in the United Kingdom. Appli- 
cation forms for these facilities are in- 
cluded in the circular for distribution. 

This will be the third year in which 
Hongkong has exhibited at the British 
Industries Fair. The Committee, in 
deciding to exhibit once again, asked 
themselves not whether Hongkong could 


afford to exhibit, but whether Hong- 
kong could afford not to exhibit. 
The 1950 British Industries Fair 


Committee is composed as follows: K. 
Keen, Director of Commerce & Indus- 
try, (Chairman), U. Tat Chee Chinese 
Manufacturers Union, Robert Der, 
Kowloon Chamber of Commerce, Tse 
Yu Chuen, Chinese Chamber of Com- 
merce, H. Owen Hughes, Hongkong 
General Chamber of Commerce, W.P. 
Montgomery, United Kingdom Trade 
Commissioner, J.B. Kite and J.W. Fer- 
ries, Secretaries. 


HONGKONG INDUSTRIAL 
CHEMICALS MARKET 


The resumption of Shanghai-Canton 
through-traffic by means of the fully 
repaired Canton-Hankow railway has 
had a generally stimulating effect on 
all markets as it is now possible to 
export goods to the lower Yangtsze 
valley via Canton. With the early re- 
sumption of direct Hongkong-Canton 
rail communications and the normalisa- 
tion of Canton river communications 
there is every prospect for smooth trade 
with China. The export of chemicals 
to Shanghai, via Canton, should soon 
assume larger proportions. 
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Prices were still weak and some 
chemicals showed declines over the 
preceding week. However the recogni- 
tion of the Chinese Govt. by London is 
regarded as a development foreshadow- 
ing higher prices as a_ result of the 
removal of communication difficulties 
in the past. More shipments to China 
will bring about brisker activity here 
and thus the market, which has been in 
the doldrums for some time, will again 
show a firmer trend. The continued 
blockade of Shanghai is one of the main 
causes of the present depression in the 
chemicals business. 


Last week’s market developments:— 

Glycerine. Market normal but with 
slight downward trend. Firstly the 
Dutch origin 250 kg drums sold $1.65 
per lb, and then $1.60. Now it can be 
obtained at $1.55. However, as it has 
dropped to the edge of the present in- 


“dent price, it is anticipated to remain 


at standstill. Zine chloride. Belgium 
origin 1 ecwt drums once sold $1850 
per long ton. Glacial acetic acid. Mar- 
ket was spoiled due to consecutive new 
arrivals. Firstly Dutch origin 20 kg 
earboys sold $1.15 and 25 kg carboys 
at $1.06 per lb. After such transactions, 
sellers offered lower but even now ai 
90 cts. per lb for 25 kg carboys there 
are no buyers. Bleaching powder 70%. 
As the 35% chlorine material was short 
in stock, buyers had to take this as 
substitute to meet their urgent de- 
mands. It is generally shipped to 
Canton. USA origin 130 lb drums firstly 
sold $1.65 per lb then advanced to $1.70 
and now importers bid $1.80. Since the 
resumption of Canton-Hankow Railway 
service, rather big quantity of bleaching 
powder and sulphur powder was trans- 
ported via this railway to Central 
China where these two items are in 
tight supply position. Bleaching pow- 
der 35%. Stock continued short. ICI 
Red Heart brand 50 kg drums if avail- 
able may be sold $50 per drum. It sold 
in Canton at $95. However, there was 
a lot of ICI 3% cwt drums asked $140 
per drum only. Forward sale of Red 
Heart 50 kg drums due Hongkong mid 
January asked $37 only. 


Sulphur powder. Measured by weight, 
this material is the first item among 
all chemicals as contracted in the past 
two weeks. Firstly it was sold $25.50 
per picul and then gradually down to 
$23.50 for the USA origin 100 lb paper 
bags. DNCB. Only small business was 
recorded for ICI 180 kg drums at $1.25 
per lb. The indent price of USA Mon- 
santo product 600 lb drums is now 
US$0.17 per lb cif. In 1949 this chemi- 
cal was high-priced. Two years ago it 
dropped to 70 cts. per lb without buy- 
ers. Citric acid. During the winter 
season this item as a rule is extremely 
quiet, however, this year considerable 
business was done as it was exported 
to Malaya. English origin 1 cwt drums 
crystal form firstly sold $1.85, and then 
$1.82, $1.80 per Ib. Caustic soda solid. 
In the past two weeks not more than 
one thousand drums’ business was re- 
corded. USA origin 700 lb drums sold 
from $145 per drum up to $154 and 
then downward to $148. The ICI 
Crescent brand 300 kg drums sold from 
$187 to $184 and now about $180 per 
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drum. Crescent 50 kg drums sold $33. 
per drum for small lots. Calcium car- 
bonate. Stock of light grade is rather 
short. A lot of heavy grade 50 lb paper- 
bags sold at $280 per short ton. Italian 
origin heavy grade indent orders at $180 
per metric ton, for January shipment. 
This price is rather cheap as freight and 
packing cost a lot. In Kwangtung there 
are various kinds of natural calcium 
carbonate, the “Fook” powder is a 
prominent example. Shells of sea ani- 
mals and the so called “limestone,” 
principally consisting of calcium car- 
bonate, are other supply sources. 


Sodium bicarbonate. Several lots of 
ICI Crescent brand 100 kg bags were: 
sold at various prices, namely, $45, 
$44.50 and $43 per bag. Phenol. There 
were two or three buyers in the market. 
Australian origin 448 lb drums sold 
$1.10 per lb for small lots, and $1.02 
for larger lots. Saccharine. Monsanto 
granular soluble 1 lb tall tins old pack- 
ing sold lowest $9.90 per tin and up to 
$10.10. The indent price now declined 
to US$1.40. Sodium sulphide solid. 
Distressed cargo sold cheap and excited 
some buyers. A few lots sold from 
$520 per long ton down to $510 for the 
ICI Chinchin brand 5 cwt drums. Rosin. 
After drop of USA origin rosin the 
native product was compelled to follow 
suit coming down from $65 per picul 
to $40. The WW grade 515 lb drums 
sold from $82 per picul down to $78, 
and N grade $85. Potassium chlorate. 
Market quiet with few transactions. 
USA origin 200 lb metal drums _ sold 
74 cts. per lb, and 110 lb metal drums 
about 72 cts. As to Swedish origin 50 
kg wooden cases it sold 65.5 cts. only. 
Stearic acid. Market slid down. In- 
quiries were few. The highest grade of 
triple pressed Belgian origin indent 
order was $1.10 per lb whereas_ spot 
goods cost about $1.55. Lithopone. 
Market quiet. Fresh shipments arrived, 
inquiries disappeared. Dutch origin is 
43 cts. lb. Latest indent price is 37 cts. 
per lb. Zine oxide. As large shipments 
arrived, the price dropped quickly. 
South African origin 50 kg bags gold 
seal from 94 cts. per Ih down to 81% 
cts., and then up to 84 cts. but later 
down to 80 cts. again. Sodium bichro- 
mate. South African origim 500 Ib 
drums once sold a lot at 62 cts. per Ih, 
and later asked 55 cts. without buyers. 
This 55 cts. price is a new record low 
since 1942. Bright liquid gold. Smug- 
glers bring this chemical to King Tak 
District, Kiangsi Province, along the 
Canton-Hankow Railway. The price is 


around $37.50 per bottle for the 
Hanovia brand 28 gram _ bottles. 
Paraffin wax. Market quiet. AMP 


143/150 nine slabs to one carton fully; 
refined sold from $71 per picul down: 
to $68. Semi-refined AMP 128/135 100: 
kg machine sewn burlap bags sold $69 
per picul. Sulphur black. Market drop-. 
ped. National’s No. 693 100 catty drums: 
sold $290 per picul. Calcium carbide.. 
ICI 100 kg drums sold at $65 per drum. 
DPG. Market quiet. Small business: 
was recorded for English Monsanto 150: 
lb metal drums at $2.10 per lb. Vase- 
line. Light amber colour is on the firm 
side, about 46 cts. per lb with export per- 
mit. Snow white grade about 55 cts. with 
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export permit. Ammonium bicarbonate. 
Small demand by local bakers and 
rubber makers. ICI 100 kg drums sold 
$83 per drum, and Polish origin 50 kg 
drums at $41. 

Caustic potash solid. This material is 
the sister alkali of caustic soda. The 
principal use of caustic soda is for 
making of hard soap, whilst this chemi- 
cal is used for manufacture of soft soap 
in paste or flake form. USA origin 700 
Ib drums sold a lot at 65 cts. per lb. 
Chrome atum. Small shipments were 
made to Tientsin. The price is around 
55 cts. per lb for the Czech origin 200 
kg wooden barrels. Tannic acid. Some 
demand but buyers require English 
origin while there is French cargo 
mostly in the market. The price for 
it in 211 lb drums is about $2.10 per 
Ib. Sodium cyanide. Small business 
in ICI 50 kg drums at $1.10 per lb. 
Gum Arabic. ICI 100 kg bags sold at 
70 cts. per lb. The Egyptian origin 
Elephant brand 100 kg bags sold below 
70 cts. Ammonium chloride. Market 
quiet for a long time due to short stock 
and laek of interest. ICI 1.5 cwt bags 
sold a few tons at $650 per long ton. 
Red amorphous phosphorus. Market is 
quite firm as demand is urgent and 
supply limited. Some new shipments 
arrived from Canada and France. In 
the past two weeks hundred cases of 


Canadian origin 110 lb cases’ golden 
lithographed tins were sold ranging 
from $400 to $410 per case. Shellac. 


Some Tsingtao buyers showed interest. 
Superfine No. 1 quality 164 lb cases 
sold at $375 per picul. Soda ash. Mar- 
ket quiet. Local demand only. Crescent 
brand 90 kg bags dense grade sold $34 
per bag, and USA origin 100 lb paper 
bags dense sold from $16 to $19 per 
bag according to brands and quality. 
Cocoanut oil. Singapore origin maxi- 
mum 2% FFA sold $109 per picul. 
Extract of Quebracho. Crown brand 
105 lb bags sold small lots at $81.50 
per bag.. 


HONGKONG COMMODITY 
MARKETS 


Cotton Piece Goods & Yarns 


The Cotton Piece Goods market has 
been congested “with Japanese cotton 
piece goods resulting in the selling price 
showing a downward trend. ‘The mar- 
ket is however usually dull at this sea- 
son with small demand. Local dyeing 
factories made a few purchases and 
21023 Japanese grey sheetings were sold 
at $42.80 and $43 per piece. A similar 
quantity of 2042 Japanese cotton drills 
sold at $40.50 as compared with $40.90 
previously. “Yu Tai” brand black 
cloth was transacted at $48.20 and ‘Bat 
& Tripod” at $63. Both these specifi- 
eations. were lower in price by one 
dollar. The market for Indian cotton 
yarns 20 counts also continued dull and 
enroute cargo for early delivery was 
offered at $950 per bale but no sales 
were recorded. 


Knitting Yarns 

The market for knitting yarns dur- 
ing the week was dull with the expected 
arrival of some 16,000 lbs. of Beehive 
yarns and Bouquet brand, which were 
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‘transacted at $10 and $6.80 per lb, res- 
pectively. Prices during the week re- 
mained steady in most cases although 
“Sze Tze” 4 ply declined 30 cents to 
$6.50 per Ib. Other brands showing 
downward tendency were: Five Oaks 
trom $6.80 to $6.50, Golden Tiger from 
$8.80 to $8.30, Lucky Brand from, $8.50 
to $8, Moon & Ship from $7.80 to $7.60, 
and Rose 4 ply from $6.70 to $6.50. 


Metals 


The situation in the metals market 
during the week showed a downward 
trend on account of small demands and 
heavy arrivals. ‘This was especially the 
case in regard to Galvanised Mild Steei 
Sheets, and both thick and thin specifi- 
cations were affected. In some instan- 
ces sellers were even prepared to. sell 
at cost provided substantial quantities 
were involved, but the general drop 
recorded was said to be worse than at 
any time during the past few months. 
Galvanised mild steel sheets, thin 
quality, G30 3’ x7’ were offered at $7.80 
and $7.50 per piece but buyers came 
back with an offer for $7.00 and trans- 
actions eventually took place at 
that figure ex-godown while the spot 
price improved to $7.50; 3’ x 6’ fell as 
low as $6.00 per piece due to heavy 
arrivals but later the price improved to 
$6.60. Thick quality galvanised mild 
steel sheets followed the same down- 
ward trend during the week and the 
price for British origin 3’ x 7’ G24 
fell from 80 cents to 70 cents per lb., 
G26 sold at 80 cents and G28 fell from 
85 to 80 cents. Some activity was 
shown in the Steel Plates market due to 
the sale to the Communists of some 
300,000 piculs of British and French 
origin at the beginning of the weck 
at the average price of $34.50 per picul. 
Communists and Taiwan buyers were 
in the market for Barbed Wire, the 
former wishing to purchase some 1,000 
tons of this commodity. French 1 cwt. 
packing $48 per bundle, Japanese 56 
lbs. sold at $24 per bundle. Bookings 
made from France for the Communists 
of Hard Black Wire slightly rusted at 
£15 per ton. Galvanised Wire being 
short of stock in both Japanese and 
European specifications, improved with 
G6 and G7 rising from $54 to 
$60 and G8 to Gl2 rising from 
$51 to $53, while G16 sold for $60, G18 
for $66 and G20 for $77; G22 only 
fetched $70 and G24 fell to $91 per 
picul after the demands of North China 
buyers had been satisfied at $96. The 
Communists were also in the market 
for Brass Wire of European origin Gl4 
to G18 stood at $240 but a number of 
small transactions were made at $230 
per picul. Owing to shortage of stock 
G20 to G22 was offered at $280 and G24 
at $300. Little or no improvement was 
shown in Tin Plate during the week due 
to expected large arrivals on the local 
market, including some 250 tons of 
Government allocation of British origin 
20” x 28” (ICI) tin lined packing which, 
however, is not for re-export. The 
price of tin plate stood at $125 per cask 
and ex-godown at $112. Enroute cargo 
was sold at $107 per cask of 200 Ibs. 
The Tin Plate Waste with expected 
arrivals, showed a dull market during 
the week especially as no buyers from 
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North China and Shanghai were 
present. Bat brand (USA) 10” x 100” 
in 200 lb. packing was offered at $83 
per cask and later at $82, while 18-24” 
in tonnage packing sold at $79 per 
200 lbs., 18 x 26, 22-x 26 and 25 x 28 
stood at $80 per 200 lbs. and ex-godown 
dropped to $78. British 1% cwt 20-28” 
stood at $84 per case with forward at 
$77. Electrolytic tin plate which was 
light in stock was offered at $74 for 200 
lbs. while the indent value remained at. 
$84; this figure however, showed an im- 
provement of $2 per 200 lb. cask. Cor- 
rugated Iron Roofing merchants antici- 
pate a serious loss in future transac- 
tions as asbestos roofing is fast super- 
seding the iron type. This change over 
is largely due to the increased popu- 
larity of asbestos and the insistence of. 


the Hongkong Government that the. 
latter should be used on all buildings 
now under construction, Asbestos is- 


also much cheaper and can be obtained 
at around $8 per sheet whereas the price 
for Japanese ‘corrugated iron roofing 
sheets 3’ x 7 G24 during the week 
stood at 78 cents per lb. or $16 per 
sheet, falling later to 68 cents, G26. 
fell to 72 cents and G28 to 80 cents. 

The Brass Sheets market showed no 
improvement and with spot cargo and 
lack of buyers the price on British 
brass sheets showed a further tendency 
to fall, although the indent value for 
rolled brass sheets c.if, Hongkong had 
been advanced to £230 per ton: G8 
and G9 feil to $205 per picul and G10 
and G11 to $190. On the other hand 
square, plain body, 4’ x 4’ remained 
steady at $220 per picul of 18 and 20 
lbs. packing ‘while 22 lbs. to 26 Ibs. 
stood at $2110 and 44 lbs. to 86 lbs. at 
$213. ‘These steadier prices were due 
to lack of supplies. Aluminium Sheets 
remained steady throughout the week 
with keen competition between the 
British and Japanese makes. As the 
Japanese article was slow to arrive and 
the demand from China exceeded the 
supply prices of the British product 
were good : British G.16 to G18 x 16” 
went for $1.80 per lb, G20 for $2.20, 
G22 at $2.25 and G24 at $2.30; the. 
Japanese article G16 3’ x 8’ stood at 
$1.90 but with little interest shown. 
With North China in the market for 
Galvanised Pipes the results were 
favourable and a shipment of some 100,- 
000 ft. from the USA created interest 
although prices tended to remain 
steady: %” sold for 54 cents per ft and’ 
3/4” went for 63 cents which was below 
the indent value; 1” was offered at $1 
per ft, 13” at $1.35, 14%” at $2.05, 2” 
at $2.05, 2%” at $4 per ft., 3” to 4” 
were offered at $6 per ft. Local 'win- 
dow frame makers and military bed 
frame makers were in the market for 
Mild Steel Angle Bars. The price 
ruling at the commencement of the 
week for 2” and 24%” was $44 per picul 
but later on these sizes fetched $52 per 
picul, 1144” starting at $50 rose to $54, 
31%” stood at $50; British en route 
cargo 114” stood at $50 per picul, 2’ 
and 2%” at $44. 


Rubber Tyres 

It was announced recently that the 
British rubber tyre manufacturers have 
decided to charge 12.5% additional on 
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existing rates. This decision was made 
following the devaluation of sterling 
and the subsequent increase in the price 
of rubber. As the revised rate is to 
come into effect immediately the in- 
crease on indent prices will affect the 
local market where supplies have been 
light for some time. The demand for 
rubber tyres has, however, been falling 
off considerably during the past few 
weeks due in large measure to the diffi- 
‘culties of transport to North China and 
Canton, which has caused North China 
buyers to turn their attention to Japan- 
ese tyres and demands for Yokohama 
brand 32 x 6 have been keen, causing 
the price to rise to $210. At the same 
time Michelin tyres were short and 34 
x 7 tyres were offered at $275. The 
prices generally ruling at the end of 
the week were: Bridgestone 32 x 6 
$145, Dunlop (England) 32 x 6 and 32 
x 7 $220 and $280 respectively, Dunlop 
(USA) 32 x 6 $200! and Firestone (USA) 
of the same specification $195; Good- 
year (England) 32x 6 and 32 x7 
stood at $215 and $260 respectively 
while Goodyear (USA) stood at $240, 
Michelin (Italy) 32 x 7 was offered at 
$275. 


Gunny Bags 

India having recognised the new 
regime in China merchants were appre- 
‘hensive that the local market would 
suffer in so far as gunny bags are con- 
cerned, as it was anticipated that these 
would be shipped direct to Northern 
ports instead of being transhipped from 
Hongkong; apparently this has already 
been done in one instance, when an 
importer shipped some 5,000 bales 
direct to Tsingtao from India under 
export license from the Indian Govern- 
ment. Local dealers have also shown a 
reluctance to buy because of the short- 
age of shipping space to Northern ports 
as. well as the fact that large quantities 
of gunny bags are now actually on their 
way to Hongkong. These expected ar- 
rivals would appear to offset the fear 
that gunny bags might be _ shipped 
direct to destination, but the possibil- 
ity, coupled with the recent lack of 
demands for gunny bags from South 
Africa, has given colour to the idea that 
the gunny market cannot show any 
improvement at least for some time. 
As far as South Africa is concerned 
buyers there have been unable to do 
business because all further import 
licences, have ‘been stopped. It was 
anticipated that this order would be 
lifted during February and March as 
large quantities of bags are needed 
during the African harvest period, but 
whether this will be done has not yet 
been announced. Should the local mar- 
ket become too heavily loaded the 
Indian Government will, it is anticipat- 
ed, again impose restrictions upon 
exports. During the week Heavy Cees 
29 x 43 2% lb. 2” green (new) sold at 
$2.78 each and forward at $2.72, the 
price later falling to $2.75% for spot. 


Vegetable Oils and China Produce 

The vegetable oil market during the 
week was somewhat dull as local deal- 
‘ers were holding back in anticipation 
‘of the re-opening of the Canton-Hong- 
kong Railway which would ensure the 
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arrival of large supplies with a subse- 
quent fall in price. Tungoil (wood oil) 
sold’ at around $160 in Canton and the 
Hongkong market price also continued 
to fall; one transaction took place at 
$204 per picul, but the price later rose 
to $206 per picul with forward buying 
at $197 per picul and five weeks for- 
ward buying at $190 per picul. Supplies 
in Canton are, however, reported to be 
short although substantial stocks are 
available in Hunan which should, as 
soon as the railway operates, arrive in 
Hongkong in substantial amounts. 
Tungoil from Canton has to havé the 
necessary export permit with 100% 
surrender of exchange. Some _ small 
quantities arrived during the week from 
Macao, selling at $202 per picul. Due 
to shortage of stocks little activity was 
seen in Teaseed Oil 5% acid which was 
offered at $180 per picul. No business 
was transacted\on the Rapeseed Oil 
market, the price standing at $98 per 
picul. Groundnut Oil showed a decline 
in prices, the Bombay 2. q. in drums 
falling by $2 to $140, Chefoo 2. q. fell 
to $126, while “Cup Tze” (Swatow) in 
tins declined in price from $168 to $164 
per picul; Camel & Bell 1. q. also drop- 
ped from $153 to $150. On the other 
hand (Dairen) drums 1. gq. improved 
from $126 per picul to $127. Ship 
brand (Swatow) also showed a slight 
improvement during the week rising 
from $177 per picul to $178, but Sui- 
tung, Kwangtung, 1. q. in drums de- 
clined to $150 from $155. 

The local Rosin market was dull 
during the week due to a large extent 
to direct shipment by the Canton- 
Hankow Railway to Shanghai and North 


China although some 290 cases were. 


also shipped from:Hongkong to Shang- 
hai. The price fell to $39.50 per picul 
which was a drop of $3 over previous 
prices. A considerable amount of buy- 
ing was done in Ramie during the week 
by Japanese merchants through agents 
in Hongkong at around $2.70 per Ib. 
These purchases did not however affect 
the local market as the supplies were 
sent direct from Tientsin. The. latest 
price ruling for West River ramie on 
the local market was $210 per picul, 
for Yungkong white $205 and for Sze- 
chuen $225 per picul. The Gallnut 
market was quiet during the week 
with a sale of some 250 piculs_ from 
Liuchow at $112 per picul. Stocks are 
however light, which gives some ground 
for the anticipation that future prices 
will be satisfactory. As this is the sea- 
son for the harvesting of groundnuts in 
North China, local dealers are anti- 
cipating large arrivals of shelled 
groundnuts, of which some 7000 bags 
have already arrived from Tsingtao 
and Tientsin. Siam and India have 
also been shipping ground nuts (shell- 
ed) to the local market resulting in a 
drop in price. 


Eggs 

The Philippines and other countries 
still remain out of the egg market with 
the result that prices fell during the 
week still further. The downward 
trend is expected to continue especially 
as once the Canton-Hongkong railway 
through service is resumed large 
quantities of eggs will be arriving from 
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Changsha, Hanyang and elsewhere. 
During the holiday season several sub- 
stantial shipments arrived from Swabue 
and Tsingtao. Tsingtao eggs 700 pack- 
ing sold for $81 at the beginning of the 
week but fell later and. 600 packing 
fell from $85 to $83, while the Swatow 
1. q. fell from $13 per hundred : to 
$11.40, the San-mei declined from 
$13.80 to $11.40 and Kaptze from $13.80 
to $11.50 per 100. Duck egg prices 
were Sanmei 1. q. $16.00 per, hundred 
declining to $14.30, Swatow 1. q. $16.20 
falling to $15 and Tungkwoon eas 
$18.00 falling to $17.50 per 100. 


Ores 

The confusion which has arisen in 
regard to the National Resources Com- 
mission which under the former 
Nationalist Government handled all 
China’s natural resources and which is 
in process of being taken over by the 
Communists, has caused the stocks of 
tin in the local market to fall very con- 
siderably and local merchants taking 
advantage of this have increased rates 
and are quoting as much as $890 per 
picul for tin ingots which were formerly 
supplied at $520 to $530 per picul. 
Local stocks of Singapore 99.75% tin 
ingots are also light in spite of the 
allocations permitted by the British 
Government and at the beginning of 
the week Hoyuen, Kwangsi, 99% was 
quoted at $690 but later fell to $580. 
The prices rulling at the end of the 
week were: Marked Banker (Singapore) 
99.75% $610, Yunnan 99% $580, China 
tin 60% $400, 50% for soldering $340, 
40% for soldering $280 per picul. Plans 
are being formulated to increase the 
production of tungsten (wolfram) ore 
in Korea to about 100 metric tons per 
month. The project, which will cost 
approximately USA $556,000, has been 
approved by the ECA in Washington. 
The Sangdong deposits, which are said 
to be the rechest in the world, are to 
be supplied with crushing, grinding and 
classifying equipment and mining 
operations will thereby be increased to 
a daily production of 450 metric tons. 
The Korean Government will supply 
$222,000 to be devoted towards labour 
and indigenous materials. The price of 
China tungsten 65 deg. at the close of 
the market as also of South Korean 
standard quality was $230 per picul. 


Sugar 


The sugar market was quiet with 
little business transacted. There was 
little or no demand for bags damaged by 
moisture, but Taiwan No. 24 granulate 
white (dry) 99.5% polarised was taken 
by Indian buyers at US$124 per ton 
c.if. port of desination. African brown 
No. 18 1. q. sold at $42.50 rising from 
$41.50; British refined 1. q. fetched $45 
per picul; Hoihow (brown) sold for $35. 


Rice 

Rice prices in the local market re- 
mained steady during the week, but the 
rice situation has materially improved 
with the prospect of obtaining large 
imports from Siam. The Hongkong Rice 
Dealers’ Association received news that 
the Siamese Government was prepared 
to allow export licenses to Hongkong 
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amounting to 1.2 million tons of rice 
during the current year. At the same 
time the Hongkong Government is be- 
ing requested to lift the restrictions 
applying to the import of rice into the 
Colony. Some 12,000 bags have already 
been offered for open sales and another 
1,000 bags are being prepared by the 
Rice Dealers’ Association, which is 
helping to keep the market steady. 
‘Prices ruling are: Chai Mei, First Brand 
(old) $110 per picul; Five Bats (red 
line) (new) $109 as against $105; Fisa 
Brand (red line) (new) $108 as against 
$102; Golden Dragon (red line) $107 as 
against $102; Unlong (new) 1. q. $108 
and 2. q. $106, a rise of $3 and $2 
respectively; See Mew Double Happy 
(red line) 1. q. (new) $101 as agains! 
$100; Three Gold Coins (red line) in- 
creased by $4 to $108; Unlong (new) 
1. q. and 2. q. rose by $2, selling for 
$100 and $99 respectively. Prices also 
continued to rise in regard to Yau Jim, 
Lungngar Kee Tze selling at. $77.50 per 
picul as against $75, and Victory (red 
line) selling for $96 as against $93. Rice 
Snow (new) 1. q. and 2. q. rose by $2 
selling for $77 and $73 _ respectively. 
Siam 1. q. and 2.\q. increased in price 
from $90 and $88 to $96 and $90 respec- 
tively. Unlong 1. a. increased by $2 to 
$70 and 2. q. from $64 to $67. 


Wheat Flour 


The local market in wheat flour is 
uncertain and threatens to become con- 
gested with new arrivals since Taiwan 
buyers are not interested. Taiwan has 
recently been buying direct from Aus- 
tralia thus cutting out the Hongkong 
market. To make the situation more 
difficult, storage space in the Colony is 
limited. Australian fiour was offered 
at the end of the week at $16.40 ex- 
godown per bag in Kowloon and in the 
Colony at $16.60. These prices are 
approaching cost and some _ purchases 
made of enroute rice were increased by 
40 cent per bag to cover the additional 
cost of storage space. Towards the end 
of the week a rumour that the Taiwan 
authorities would reduce the import 
duty gave some hope of a betterment, 
although prices continued to show a 
further decline: Flying Horse sold at 
$20 per 50 lb. bag as against $20.50 at 
the beginning of the week, Battle Ship 
(USA) also declined to $19.50, Delta’s 
Queen fell to $17.50, Eagle (Canada) 
sold at $17.50 as against $18, and 
Leopard Brand fell to $16.50. 
specifications which also declined by 50 
cents per. bag during the week were: 
Parachute Brand and Sea Gull Brand 
each selling for $16.50, and Warrior 
(USA) which fetched $19.50. Forward 


sales of Five Swallows and White 
Greens (Australia), December  ship- 
ments stood at $18.20 per 50 lb. bag 
respectively. 

Paper 

The Newsprint market opened the. 


week with lowered prices due to the 
lack of demand from Central China. 
The downward trend was however re- 
tarded temporarily by a Cantonese 
buyer closing a deal of 20,000 reams x 
38 lbs., and in view of the possible 
resumption of the Canton-Hongkong 
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railway service a further 1,000 tons 
changed hands. In the meantime 
buyers from North China came into the 
market purchasing some 500 tons. ‘The 
prices ‘were: 31” 52 gram newsprint in 
reel $0.35 per lb; 43” 50 gram in reels 
$0.35; Norwegian 30” 52 gram in reels 
$0.345; Norwegian 42” 52 gram in reels 
$0.35; 34” x 36” coloured newsprint $16 
per ream; 38 lb. newsprint in sheets 
$17 per ream; Newsprint cut to 31” x 
43” sheets $21 per ream. MG white cap 
sold at $9.30 per ream; MG cap coloured 
at $11.30. Cellophane, Paper prices were 
fairly steady but with a tendency to 
fall in certain specifications. For in- 
stance British 36 x 39 fell from $76 
per ream to $75, French origin 36 x 39 
also fell from $73 to $72, Italian cel- 
lophane of the same specification fell 
from $70 to $69 with Polish 36 x 39 
declining from $70 to $69. Prices of 
Woodfree Printing Paper remained 
practically unchanged, 38 lbs. and 42 
Ibs. being transacted at 64/65 cents per 
lb., while 60-62 lbs. increased to 66 
cents; 80 lbs. white on the other hand 
fell from 62 cents to 61 cents and 90 
lbs. white fell from 64 to 63 cents per 
Ib. 


Cement 
The price for cement on the whole 
showed a downward trend during the 


week due to the arrival of two ship- 
ments of Japanese cement which 
amounted to some 3,000 tons. This 


cement packed in 100 lb. bags was sold 
at $124 per ton while the en route 
cargo was offered at $6.90 per bag but 
later with re-export permit was offered 
at $6.40 per 100 lb. bag, while Annam 
Red Dragon brand 94 lbs. bag fell to 
$5.90. Green Island cement allocation 
was during the week sufficient to meet 
demands and stocks in dealers’ hands 
fell by 20 cents per bag. Emeralcrete 
Rapid Hardening (Green Island) stood 
at $9.80 per 112 lbs. bag, while Emerald 
Brand (Green Island) 112 lb. bags sold 
at $7.50, Green Island 94 lb. bags stood 
at $6.30, Blue Circle brand (British) in 
1 cwt. packing was jobbed out at $7.50, 
while the USSR one cwt. bag went for 
$7.00; “Snowcrete” (British) imported 
white cement in 375 lb. drums nett 
stood at $60.00, Bate Brand (Denmark) 
1 ewt. packing stood at $15 per bag 
and forward f.o.b. at $240 per ton. 
Japanese 100 lbs. packing c.if. Hong- 
kong went for $130 per ton and spot 
$6.00 per bag. The official prices at 
which the Green Island Cement Co. 
sells its products are: Emeral brand 112 
lb. bag $6.80 and 94 bag $5.90, Emeral- 
crete rapid hardening 112 lb. bag $7.80 
and British Blue’ Circle 112 lb. bag 
$7.25. 


Dyestuffs 


The mining of coastal ports by the 
Nationalists has affected shipping ply- 
ing between Hongkong and North 
China resulting in a decline in the sale 
of dyestuffs by local dealers. Prices 
were consequently depressed during the 
latter part of the week an example of 
which could be seen in the fact that 
Bordeaux B. dropped from $1,200—the 
price ruling at the end of December— 
to $1,150 per picul; Direct Blue (U.S.A.) 
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140 fell from $1,000 to $980; Direct 
Blue (U.S.A.) 93 from $410 to $400 per: 
picul. Black dyestuffs also registered a. 
decline Erie Black (U.S.A.) 196 going 
for $880 at the end of the week as: 
compared with $900 per picul previous-- 
ly; and No, 647 falling from $850 to. 
$800. Sulphur Black 200 Ib. packing 
dropped from $240 per picul to $220, 
R. Conc. 693 (Nacco) from $280 to $260 
per picul, 692 from $230 to $220 and in 
200 lbs. packing from $230 to $220. A 
drop from $240 to $220 per picul was 
registered in Sulphur Black 200 lbs. 
packing. Ponsol Blue RSV (U.S.A.) 25 
catties fell from $9,500 to $9,100. Cango 
Red dropped from $920 to $780. Indigo: 
60%, grains, (ICI) 1 catty packing fell 
from $1050 to $1000 per picul. 


Cigarettes 


In order to protect local manufactur-- 
ers from outside competition, the Can- 
ton authorities have banned the sale of’ 
imported cigarettes in the province: 
Despite the dealers’ request for an ex-- 
tension, only ten days’ grace was 
allowed for the clearance of stocks on 
hand before the prohibition was put 
into effect. However, East River pur- 
chasers have continued to buy cheap 
cigarettes (such popular brands as: 
Royal Leaf and Pirate) in the Hong- 
kong Market. Buyers from other parts 
of China showed less interest in the 
medium-priced brands, such as Player’s. 
and Gold Flake, which are losing their: 
once predominant position in the local’ 
market. Taiwan buyers showed in- 
terest in such choice quality brands as: 
Garrick and 555, the prices of which 
rose in consequence. Closing ‘prices for: 
certain well-known brands are: Gold: 
Flake 10 and 20 pes. $20.60 and $21 
respectively per carton; Player’s Navy- 
Cut _ $20.70 and $20.80 respectively; 
Garrick and 555 each $35 per ten tins, 
Gold Flake $23 per 10 tins. 
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Hongkong Imports & Expors of Selected Commodities 
FOR THE MONTH OF NOVEMBER, 1949 


WOLFRAM ORE WOOL OIL (in drums) 
Exports 
Imports Exports , Imports 2 
Countries Quantity Value Quantity Value Countries Quantity Value Suen et 
Piculs $ Piculs $ Piculs $ Piculs 


a eee ae 


United Kingdom .. — — 1,216 296,630 Australia ........ — — yet cena 
Belgiumiys aaccw sce —_— — 441 102,312 Malaya Maree astra: _ _ #0 3°715 
China, South ..... 64 12,768 — —_— North Borneo ..... —_— —_— ied 7S 508 
WVIACAG: Wererisats sr etcrel 101 19,350 —_— —_— South Africa ...... _ — ? 
Swedend .,.s:ee sar — — 168 50,400 China, North 135 17,380 —- _— 
U.S.A _ — 1,366 357,700 » south 2,389 406,650 — —_— 
PS ee is Denmark sees: — — 1,516 264,383 
Totals <s.c6t< 165 32,118 3,191 807,042 Brances aoc tial « — — 1,344 260,320 
Germany” Gaetennie —_ — 2,258 402,076 
Hollandin Ssseeess = —- 2,436 meg 
Italy: asses fae — — 420 74,3 
ENTER Soh Macaowlanuenenins 15 2,550 oaes ends 
Ni Retcavens — —_ 26 6,110 INOTWay? Tsicineiseieiete — — . , 
Siam ...... —— Siam pio phe aie — —_— 39 5,484 
Total, Vea vce = = 26 6,110 Un SPAreadiwwiie: —_ _— 3,801 674,703 
Eireube: Seenroarastete — — 269 48,115 
TIN INGOTS (of Chinese origin) Total). cacsrate\s 2,539 426,580 16,679 2,972,462 
China, Middle .... re ; faa 25 15,674 
Fy SO Sisco 2, ,033, = er WOOD OIL (in bulk 
Denmark ......... 3 a 504 305,016 Cnabull) 
IMacaommenicidy others 397 232,400 as ; Aces United Kingdom .. — — 3,754 711,069 
= — 5 164, aS a ee me ee re a 
gia mea av a ee mises eee ei im 3,754 711,069 
BOL al ir j.1sto.sretne,s 2,535, 1,265,775 8,754 4,484,817 
COCO-NUT (Copra) OIL, REFINED 
TINNED PLATES 
Malayal sac. kemrctestee 6,142 653,090 — —_— 
United Kingdom .. 4,019 233,208 a — North Borneo ..... 28 2,900 — — 
IMB Va dinperiecye storie 230 23,000 —- — China; North’ sree... — — 782 83,451 
China; North) (<<) — — 4,905 289,382 » Middle .... = — 3,265 350,285 
» Middle-....... — — 563 31,605 on. USOUtHY eoaer 215 23,644 — —_— 
Korea, South ..... — — 300 17,200 Fr. Indochina. 5... 653 55,000 — — 
INI ACA Olgas: aot .aiskcre-s — — 168 11,070 Macao) Ws. steno — — 39 4,194 
SHETINN Seale neers — — 17 2,000 Sidm "755 2c aeeen 576 63,600 — — 
Ue cA see sys, crarele « ated 34,433 1,359,672 — _— SS eae. | eee ae ee 
; Totalyice. fae. 7,614 798,234 4,086 437,930 
otal ve. teettters 38,682 1,615,880 5,953 351,257 SS a 
LINSEED OIL 
ANISEED OIL Canddag acters 126 2408) a 
: : TNO Gis os aise.creeiers 604 89,369 — — 
United Kingdom .. — ire 284 207,190 China; Middle .... an aby 1 200 
New Zealand ..... — 3 1,620 M 
China, South ..... 9 7900 = hr ee ee er S16 4 574 
ee zs SECO — es 197 149,296 Sy oe ae eee 2 2a Sez 
r. Indochina ..... 47 3,800 — —_ ‘ 
metcny ee es e sid 6 4,536 MOtallPy,. sa etter fete 747 LL7 177 5 774 
Motal* seers. vet 56 41,000 490 362,642 
& GROUNDNUT (Peanut) OIL 
Australia wtinccten — — 6 720 
CASSIA OIL Malayalvsiilscens< 290 58,500 192 35,480 
; ; China, North .... 6,863 769,132 — — 
United Kingdom .. oa = 80 iizjat2 +p) Middlew =: 592 91,805 80 9,164 
India Davyaicdee Wiese eas — —_— 2 1,548 South ak... 1,958 386,747 — — 
BIDE soaenogeon = = 2 2,201 Holland: Sieneenne« — — 8,400 1,004,000 
talyee eaciaansre see ns -- — 16 23,861 Macao in veces 121 17,025 12,463 1,629,610 
Macao ......+-++- 18 20,168 —_ Siam )- i. einer. 6,516 1,157,256 — mates 
Sam ro(s.s se eecis ies _— —_ 4 5,776 Total ee 
OCA ites & 16,34 2,480, ; 
Total exeas sates 18 20,168 104 150,798 te eee 
SOYA BEAN OIL 
TEA SEED OIL Alssivat 
; aes ustraliay Geren. — —- 252 2 
United Kingdom .. a= —_ 15,504 2,430,772 China, North ..... 4,731 284,245 — so: 
IMACAON 2 tales Heiser 30 4,800 — — Korea, South ....... hel 17,700 — — 
Total®eaes coe s ___30___ 4,800 15,504 2,430,772 Totaliisce sete. 4,908 301,945 252 29,232 
pork hte Pe eer a ee aS AE 
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HONGKONG UNOFFICIAL EXCHANGE & BULLION QUOTATIONS 
In HK$ per US$100; per hongping tael of .945 fine; per Chinese silver dollar coin. 
U.S. $ 
Gold .945 Silver Silver Notes Drafts T.T. 
high low tael coin high low high low high low 
January 
Sore acto Maen 290% 287% 499 3.13 650% 647% 653 651 65614 654 
4D I Ecc ite ais 289 287% 4.99 3.14 655% 64944 658 653 — 66114 656 
by Base orga nett sacl ic 288%, 28642 5.00 3.15 656 65314 657% 65414 66014 658 
Cy Pics cts rene orc 292% 286 5.00 Sei) 664 654 665% 655% 667 659 
MN aft Ak isconete cee ote 293% 289% 5.00 3.17 661% 657 663 660 666 66214 
Hongkong Free Market HONGKONG PUBLIC FINANCE The Rehabilitation Loan, 1948, dis- 


Highest & lowest rates of last week, 
in HK$:— 


US$: notes 664 — 647144, DD 663 — 
651, TT 667 — 654, week’s opening 
rate 654%, closing 664%. Crossrates 


US$ 2.398 — 2.446 (below par value 
12.6% to 14.4%). 


Gold: per .945 fine hongping tael 
293% — 286, crossrates US$ 38 — 38%, 
week’s opening rate 288%, closing 293. 
Macao rates per .99 fine tael 308% — 
300; Canton per .99 fine tael 291 — 280. 
Local forward interest, in favour of 
sellers, from 5 to 7 cents per day per 
tael. 

Silver: per .99 fine tael 5 to 4.98, per 
‘Chinese dollar coin 3.17 — 3.12, per 20 
cents coins (5 pes) 3.25 — 3.20. 

Bank Notes: Piastre, forward 15.10 
— 14.90, Nica guilder 23.80 — 20.50, 
Baht 28 — 27% (per 100 currency 
units). British pound 15.25 — 15.05, 
Australian pound 13.30 — 12.67, Cana- 
dian dollar 5.60 — 5.55%, Indian rupee 
1.16 — 1.15%, Burma rupee .93 — .87, 
Ceylon rupee 1, Malayan dollar 1.8514, 
— 1.85. Philippine peso 2.44 — 2.15. 

Chinese Exchange: on Canton HK$ 
100% — 99%4 (per 100 in Canton), on 
Shanghai 79 to 76 gold, and 94 —92%% 
US$ (per 100 in Shanghai). 


SESAMUM OIL 


During the first 5 months of the 
current fiscal year revenue amounted 
to a total of $85,864,677 and expenditure 
to $67,448,948, yielding a revenue bal- 
ance of $18,415,729. The Estimates for 
the year 1949/50, as compiled by the 
very conservative Financial Secretary 
(who habitually underestimates re- 
venue) are $180.1 million revenue, 
$179.9 m. expenditure, thus just balanc- 
ing the household of the Colony. In 
fact, however, and has also proved the 
case in the preceding two fiscal years, 
revenue is far more buoyant which is 
a result of the booming business and 
the satisfactory earnings of the people 
of Hongkong. 


The monthly average for revenue 
balance this fiscal year is $3,683,000, 
that is on an annual basis about $44 
million. As the general revenue balance 
as at August 31, 1949 amounted to 
$90.559,411 and current revenue is ex- 
pected to remain on the present level, 
with expenditure not growing over the 
first 5-months average, the year-end 
revenue balance of Hongkong (March 
31, 1950) should amount roughly $116 
million. 


bursements proceed slowly as was ob- 
served during the latter part of the 
previous fiscal year. During the first 
5 months of this year (April to August 
1949) total expenditure from loan funds 
and Government surplus _ balances 
amounted to only $6,978,751. Total loan 
expenditure as at Aug. 31 was $94,631,- 
419 (i.e. current fiscal year expenditure 
plus expenditure in the previous two 
years). As the allocated loan funds 
amount to $150 m. there would be still 
a balance of about $55 m. which could 
be expended for public works, govern- 
ment buildings, education and other 
public facilities during the remainder 
of the present fiscal year. It is, how- 
ever, not probable that the full balance 
will be actually paid out by Govern- 
ment; the monthly average for the first 
5 months was only $1.4 m. 


Following is a statement af Rehabili- 
tation Loan, 1948, allocation and 
expenditure of funds (the public has 
subscribed $50 m. and the balance is 
being defrayed by Government from its 
surplus balances) :— 


i. Imports Exports 
Countries Quantity Value Quantity Value Countries 
Piculs $ Piculs $ 
mAUstralia ee eee os — —= 5 472 United Kingdom a 
Canada mlm here ce = — 47 10,536 poe bese eeees 
Eloi: 5 
Malaya rade aerensrars — — 61 12,219 China, North ...... 
China, North~ ..... 583 126,490 4 3,027 7 South 
fw  uddle™ =... — — 39 7,800 see Stntyci RO 
South nen: 10 2600 tai ee Hage feet oe yoga ph ao 
J ” > A 
Holland ........ = — 2100 2046 ifs As... 
Macaowen Te seeee = = 301 49,665 ; 
Philippines. ...... —_, -_— 4 871 POG) sammetenereueles es 
South America .... — — 2 438 
Sarat naa = = 28 ee ee MALAY ten eee te 
Totalwepprasits 593 129,090 2,592 313,868 North Borneo ..... 
Br. Empire, Other 
Ching, North sar -:- 
;, Middle 
OTHER OILS FROM SEEDS, NUTS AND KERNELS eee eee OUAE har varie <2 
Korea, South ...... 
United Kingdom .. — —_— 1,753 304,055 (MaCaOmeciiscisierts << 
DVIACAO Maes snieseisme: sie vais 2 320 1 200 Neth. East Indies .. 
Total HORII 320 1,754 304,255 VOtal were tite. 


BRISTLES 
Imports Exports 
Quantity Value Quantity Value 
Piculs $ Piculs $ 
ee ee EE Eee 
— — 635 1,297,464 
— — 16 47,880 
— a 15 37,503 
361 501,300 5 12,680 
205 410,000 —_— — 
— — 28 32,720 
— — 100 226,670 
= a5 16 25,600 
— — 4,521 10,816,202 
566 911,300 5,396 12,496,719 
RUBBER, RAW 
76,943 7,092,223 — —_ 
1,167 123,960 — = 
1176 129,892 — — 
— — 65,418 5,951,886 
— — 864 72,600 
4 342 oe fee 
— -— 3,393 274,404 
— — 42 5,720 
67 3,900 — =— 
79,357 7,350,317 69,717 6,304,610 
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Economic Developments in the Philippines 


Philippine export trade in the 9 
months ended September 30, 1949, 
amounted to 409,900,000 pesos and im- 
ports were valued at 802,400,000 pesos. 
Although import trade declined 6 per- 
cent compared with the corresponding 
period of 1948, exports were 17 percent 
lower, and the resulting imbalance of 
trade, totaling 392,600,000 pesos, was 9 
percent higher than the excess of im- 
ports at the close of September 1948, 

Devaluation of the British pound and 
other currencies is not believed to have 
affected Philippine foreign trade ad- 
versely as yet, but some concern is felt 
Over copra exports and the possibility 
that countries importing other Philip- 
Pine products, such as lumber and iron 
ore, may turn to the sterling bloc for 
their requirements. Should Japan, for 
example, obtain iron ore elsewhere, the 


(in thousands of HK$) 


Total 
Expendi- 
ture to 
Funds 31st Aug. 
Allocated 1949 
Agriculture, Forestry and 
Gardenser cis icsni tosh 1,470 1,113 
Air and Meteorological 
RSCEVICES © Ficiicinisiereisicms 310 217 
Buildings Vieceres escent. 38,790 25,680 
Claims & Compensation 30,850 28,853 
EGQUCAUONIIS Ss xc icclauian alse 7,210 4,937 
Harbour Facilities ...... 5,450 3,271 
Medical Services ........ 1,715 1,538 
Miscellaneous 6,603 
Public Works 14,725 
Railway ......... 3,764 
Waterworks 3,925 
Totals 94,631 


Hongkong Stock Market 


Last week has been one affording no 
chance for the Market to settle down. 
After the turn of the year it opened 
with a slight improvement in sentiment, 
but this was scarcely maintained, and 
prices drifted around those they left off 
at New Year’s Eve. Towards the close, 
the Market has again displayed slight 
signs of activity and there is a demand 
for shares which may continue, though 
the Market is so tender the slightest 
adverse news may upset things. A 
good deal depends on how the Home 
Government’s recognition of the new 
Government in Peking is viewed. 

Business reported during the week, 
$1,203,739 (57,478 shares). Business 
reported for the year 1949: $78,060,775. 

Business done during the week:— 


High Low Sales 

H.K. Govt. 31% 
Hao ee) miskal ice red 100 $200,000 
Ne BAUS coerce: 5 1500 50 
Bank of East Asia 110 110 100 
Union Insurance . 665 660 90 
cS fd ta ie yrds Be 
H.K. Docks ........ 18%4 18%4 2,200 
C. Providents ...... —_— — 150 
Shanghai Docks .. 914 9 1,500 
Wheelock Marden . 33 33 200 
H.K. & S. Hotels .. 12.20 11.80 9,200 
H.K. Lands ....... 50 4915 339 
H.K. Tramways ... 1644 15.80 8,500 
ae i ae Tae ines apse 
aie : c 10,699 
H.K. Electrics 3114 3034 2,850 
Telephones. .....¢. 1815 1845 600 
CEMENTS acess 2415 2315 1,600 
Dairy Farms: s..... 43 42 1,600 
Rese See 
Ewo Cotton ....)! 6.60 6.60 700 


Philippines would be deprived of the 
only important foreign market for the 
product of its newly reopened iron 
mines. 

January-fSeptember exports of copra, 
coconut oil, and desiccated coconut in 
terms of copra, totaled 529,456 long 
tons, in contrast to 565,599 tons for the 
first 9 months of 1948. \Shipments of 
copra as such declined by 77,660 tons, 
amounting to 401,629 tons; coconut oil 
inereased by 21,995 to 46,160 tons and 
desiceated coconut, by 4,518 to 47,501 
tons. Although copra production has 
risen in recent months, it is doubtful 
that total 1949 shipments will reach the 
625,630 tons exported in 1948. 

Abaca production during the year 
likewise is expected to be considerably 
below the 586,600 bales produced in 
1948, as well as below the 575,000 bales 
previously forecast. Balings to date 
are estimated at 395,330, including 7,498 
bales mechanically processed, and pro- 
duction for the year may amount to 
525,000 or 535,000 bales. ‘The 1949-50 
tobacco crop is still in seedbed stage. 
With favorable growing conditions. out- 
put could reach a’ postwar record high 
of 27,000 metric tons. ‘ 

Estimates for the 1948-49 rice crop 
recently have been revised upward to 
56,620,200 cavans, the equivalent of 
2,491,300 metric tons of rough rice. 
Supplies during September, normally a 
period of shortage, were ample and 
prices showed a decline. Ordinary 
domestic rice is selling for about 1.20 
pesos per ganta, while certain grades 
of imported rice may be purchased in 
Manila from the National Rice and Corn 
Corporation for 90 centavos a ganta. 
(1 ganta=5 pounds.) With harvesting 
of upland rice already completed and 
lowland rice coming into maturity in 
some areas, it is expected that supplies 
will steadily increase and prices ease 
further during the remainder of the 
year. For other foodstuffs, the situa- 
tion continues favorable. 

United States expenditures in the 
Philippines from the date of “libera~ 
tion” to June 30, 1949, amounted to 
2,841,300,000 pesos. Additional au- 
thorized expenditures of 1,331.000,000 
pesos are expected. It is realized in 
official and business circles that ‘with 
the curtailment of such outlays in the 
next 2 years, the Philippines must bring 
its econamy into balance. Probable 
means to be used in achieving this end 
include the tightening of import con- 
trols, expansion of exports, and domes- 
tie production. insofar as practicable, of 
articles now imported. 

The President ordered the National 
Economic Council to initiate a total 
economic mobilization plan by January 
1, 1950, with the goal of national self- 
sufficiency. Dependence on the coun- 
try’s Own resources and need for inte- 
gration in, order to take advantage of 
technical assistance under the United 
States Point-4 Program were stressed. 
Financial commitments previously map- 
ped out by the National Economic 
Council total 1,730,568,000 pesos to be 
spread over a 5-year period — 1949 
through 1953. ‘The Council has sub- 
mitted to the President for approval the 


following proposed expenditures: 900,-- 
000 pesos for a paper plant to be estab- 
lished at Mandaluyong, Rizal Province, 
for the manufacture of paper bags. and 
Kraft paper ; 1,200,000 for a mill which 
would supply pulp to the plant; and 
15,000,000 pesos to finance establish- 
ment by the National Rice and Corn 
Corporation of three large-scale. rice 
and corn projects in Palawan and. in: 
Bukidon Province, Mindanao. The 
last-named: proposal was approved, and. 
bids have been let for clearing land. in 
Palawan. Reportedly the Council. also 
has under consideration, the establish-- 
ment in Cebu of a textile mill invol-- 
ving an investment of 4,500,000 pesos,. 
and a plan for loaning up to 400 pesos. 


each to abaca planters outside the 
Davao region. 
Meanwhile, the Government has. 


loaned 65,000,000 pesos to various Gov- 
ernment and private enterprises, out. of 
a total of 200,000,000 pesos authorized 
to be advanced by the Central Bank for 
economic rehabilitation and develop- 
ment. ‘The National Development. 
Company, a Government corporation, 
has decided, moreover, to advance to the- 
Philippine Air Lines, in which it has a 
controlling interest, 1,500,000 pesos for 
new planes and installations. The com- 
pany has started preliminary work on: 
a 16,000,000-peso shipyard and dock 
project near Mariveles, Bataan. Pro- 
jects of the Department of Agriculture 
and Natural Resources for expansion of 
irrigation facilities are also advancing, 
and the Department’s secretary has 
called for bids for five pumps of 6,000- 
to 7,000-gallon capacity per minute to 
be used in Rizal and Pampanga Pro- 
vinees, Central Luzon. 

In view of their deteriorating finan- 
cial positions, a number of Government: 
enterprises may be reorganized in ac- 
cordance ‘withi plans studied by the 
Governmment’s economic coordinator, 
The Manila Railroad in the fiscal year 
1948 incurred a loss of 3,300,300 pesos; 
recently the daily operating loss of the 
National Development Company’s tex- 
tile mill has amounted to 6,500 pesos. 
A buyer for lumber-mill machinery 
which was intended for use at Agusan 
but was never installed has not yet 
been found by the National Develop— 
ment Company, and the lumber-finish- 
ing mill in Batangas has been shut 
down, because of the high cost of opera- 
tion and failure to receive lumber from: 
Agusan as planned, 

The general realization that import 
controls probably will be made more 
stringent may be responsible for recent- 
ly announced decisions of several com— 
panies to begin manufacture in the 
Philippines of cigarettes, soap, drugs, 
and steel window frames. Following 
official investigation, importers were 
ordered to reserve 50 percent of their 
guotas for the Philippine Relief and 
‘Trade Rehabilitation Administration 
(PRATRA) and sell the remaining 50 
percent of quotas directly to retailers, 
with PRATRA distributing cigarettes 
turned over to it through its own retail 
outlets. ‘The measure was affective 
and probably will be abandoned when it 
appears certain that prices for ciga- 
rettes will not exceed 45 centavos 2 
package. 


1950 


Labor conditions were unusually rest- 
Jess. Strikes occurred in the Govern- 
ment-owned Manila Railroad Co., in 
the metropolitan water district of 
Manila, and in a privately owned coco- 
nut-oil milling company. Other 
strikes were threatened by operators of 
the Bureau of Communications and by 
‘city laborers, and disturbances among 
long-distance telephone and _ wireless 
operators appeared imminent. Con- 
stabulary units were stationed at pro- 
perties of the railroad and water com- 
pany, and following prompt action by 
the Court of Industrial Relations settle- 
ments were reached, 

At the special session of Congress in 
December, the passage of the 1950 bud- 
get of 341,750,180 pesos will be recom- 
mended. Congressional approval of 
this budget, an all-time high, presum- 
ably would validate expenditures made 
‘since July 1 under authority of Execu- 
tive orders which were recently de- 
‘clared unconstitutional by the Philip- 
pine Supreme Court. While the exis- 
tence of a National’ Government deficit 
is acknowledged officially, it is realized 
that expenditures contemplated under 
the over-all economic development pro- 
gram make continuing deficits highly 
probable. Officials maintain, however, 
that the peso will not be devalued. 

‘The Indonesian Government’s appli- 
cation for a loan from the Philippine 
Government, made several months ago 
and reported on September 17 as having 
been) withdrawn, was approved 10 days 
later. The credit line of 2,000,000 pesos 
for the purchase of surplus goods was 
granted without collateral, in “ token of 


Philippine recognition of Indonesian 
friendship,” according to an official 
statement. 


Industrial Reports 

Philippine iron-ore-mjning operations 
may be facing serious difficulties be- 
cause of the recent devaluation of cur- 
rencies in sterling areas. Tihe Philip- 
pine iron-ore industry, which before the 
war was one of the major suppliers of 
the Japanese steel industry, has in the 
past 2 years resumed shipments to 
Japan. However, the devaluation of 
currencies within the sterling bloc 
may shift Japanese purchases of iron 
ore to the sterling areas of (Southeast 
Asia, Malaya in particular, may in- 
erease imports of pig iron from India, 

! thus may deprive the newly 
reopened iron mines of the Philippines 
of their sole market. 

[The establishment of a pulp mill to 
supply the Mandaluyong (Manila) 
‘paper mill built by the National Deve- 
‘opment Co. was approved by the Pre- 
‘sident of the Philippines in October 
1949. It is reported that 1,200,000 
‘pesos will be made available from the 
*200,000,000-peso economic development 
‘fund for this purpose. 'The mill is ex- 
‘pected to conserve dollar exchange 
which otherwise would be required for 
obtaining foreign pulp. Five locations 
are under consideration—Bataan Penin- 
sula and Albay Province, on Luzon 
Island; Davao and Agusan Provinces, 
on Mindanao Island; and Palawan 
Island. 

The coconut oil-extraction industry 
fin the Philippines has regained appro- 
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The outstanding financial develop- 
ment during September 1949 was the 
devaluation of the Indonesian currency 
following the general devaluations in 
Europe after Sept. 19. The new guilder 
rates in Djakarta as from Sept. 20. is 
3.80 guilders per US$ 1 (from pre- 
viously 2.625 guilders). The lowering 
of the official guilder value was largely 
anticipated by business circles for 
several weeks prior to the announce- 
ment of the new rate and this period 
was marked by increased purchases of 
commodities for speculative purposes 
—while shaken confidence in the cur- 
rency was reflected in a sharp rise in 


’ the black-market rate of the U.S. dol- 


lar from an average of 11 guilders 
prior to July 20 to a postwar high of 
29 guilders to the dollar on September 
20. 


Retail as well as wholesale prices 
climbed rapidly, with the basic in- 
crease in the former attributable in 
part to the increased rates of excise 
levied on petroleum products, sugar, 
tobacco products, and salt. A slight 
decline was registered in August in the 
cost-of-living index, based on the free- 
market price of 19 selected domestic 
food products, but the magnitude of 
the postwar price inflation is demon- 
strated by the fact that the index re- 
mained at more than 10 times the pre- 
war level. In an attempt to counter 
the strong inflationary pressures, “chain 
brokerage” transactions have been pro- 
hibited where the use of middlemen is 
not customary. 


.ximately 77 percent of its prewar capa- 


city. The following summary, it should 
be noted, is concerned only with data 
of practicable maximum capacity and 
not with quantities of oil extracted. 
Capacities in terms of metric tons of 
coconut oil extractible in 300 3-shift 
days in 12 months :— 
Prewar (Dec. 1, 1941): 


SNexport mills oe... =. 294,000 

4 domestic mills ...... 47,700 

Total: 13 mills.... 341,700 
Postwar (Sept. 1, 1949): 

Teexport mills ii.i.e.30-s 159,000 

15 domestic mills 105,000 

‘Total: 22 mills.... 264,000 


As a result of deterioration and re- 
moval of mechanical units during the 
years of enemy invasion and destruc- 
tion during liberation, the war damage 
suffered by oil mills and appurtenant 
warehouses, tanks, and factories may 
be conservatively. estimated at over 80 
percent of capacity. However. most 
prewar companies were able to salvage, 
recondition, and put back in use many 
expeller units. 

The trend of production has been defi- 
nitely toward extraction for domestic 
use, only two-thirds of prewar export 
cavacity has been rehabilitated whereas 
all prewar domestic mills have re- 
ovened, senerally with increased capa- 
cities. Although 1} domestic mills have 
been built, only 2 ymall export mills 
have come into postwar operation. 


a 


Economic Reports from Indonesia 


The possibility of an increase in ex- 
port to the United States arising from 
devaluation is somewhat problematical 
because of the marked increase in ex- 
port commodity prices during the past 
few months. The accompanying table 
shows wholesale price quotations for 
several leading commodities on the 
Djakarta market: 


[In guilders per 100 kilograms] 
uy eo September 


Commodity 26, 1949 
Rubber, RAM 1 sheets .. 93.5 127 
Pepper, Black Lampong 900 2,500 
Pepper, White Borneo .. 2,000 3,500 
Coconut Of] ies. escavins 115 125 
Tapioca, Buitenzorg AAA 110 125 
Citronella oil, Contract A 925 2,350 
Tea, average BOP ...... 310 340 
Spices Meares isiee steeieleeeoms 725 1,400 


A special foreign-exchange decree 
has been enacted whereby exporters, 
in areas on Sumatra which do not 
maintain banking facilities, may retain 


30 percent of their foreign-exchange 
proceeds for the import of essential 
goods. This measure may reduce 


smuggling to Malaya. 


Agriculture 

During the first 6 months of 1949, a 
total of 2,060,000 hectares were har- 
vested on native holdings on Java and 
Madura, and 2,100,000 hectares were 
planted to new crops during the same 
period. Recent information concerning 
the more important crops is as follows: 

August copra production totalled 
29,403 metric tons, stocks available in 
Copra Board warehouses amounted to 
28,732 tons, and exports to. 25,234 tons. 
September output reached 25,222 tons. 

Just estate rubber production was 
15,088 metric tons. August exports 
were 48,056 tons, of which 15,363 tons 
consisted of estate rubber. 

July production of tea amounted to 
1,980 metric tons and exports to 2,148 
‘tons. August exports were 2,023 tons. 
Palm-oil and palm-kernel production 
in August totalled 10,754 and 2,431 
metric tons, respectively; palm-oil ex- 
ports were 2,557 tons in July and 
17,336 tons in August. Production of 
cinchona bark was 650 tons, and of 
hard fibers (sisal and abaca) 209 tons. 

Sugar estates have suffered consider- 
able damage from cane fires and loss 
from cane thefts, causing a crop loss in 
19 percent of the total sugar area of 
east Java. Despite difficulties in 
obtaining labour for the milling season, 
15 mills were in operation during the 
campaign. By the end of August, 40,- 
700 tons of the new season’s sugar were 
shipped from east Java ports, the 
sugar production center of the archipe- 
lago. 

Estate coffee production was 1,709 
tons in July. Unfavourable weather 
conditions during the flowering period 
largely accounted for the decline in 
output, which is estimated to reach 
11,000 tons this year. Native produc- 
tion is anticipated at 15,000 tons. Cacao 
production in July was 196 tons. bring- 
ing the year’s total thus far to 484 tons. 
However, there has been no export of 
this commodity. 
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Report by the Hongkong Commerce & Industry 
Department 


The work of the Commerce & Indus- 
try Department during the fiscal year 
from April 1948 to. March 1949 has 
followed closely the pattern set in the 
previous year; the drive against _smug- 
gling—both into and out of China— 
continued. The Smuggling into China 
(Control) Ordinance, which gave _ ef- 
fect to the Sino-British Customs Pact 
of January, 1948, was passed in 
October, and has added to the duties of 
the Revenue staff. Trade controls were 
in force throughout the year, and there 
seems little hope of dispensing with 
the system of import and _ export 
licensing in the near future—but con- 
trols have been kept to as low a level 
as is compatible with the conservation 
of the Colony’s foreign exchange re- 
sources, and of those commodities 
either on world allocation or essential 
for local reconstruction. 

Revenue collected during the year 
amounted: to some $43 million, a fall 
of $9 million compared with the year 
before, but still $7 million better than 
the revenue for 1946/47. 

Despite the rapidly deteriorating 
situation in China, the volume of trade 
passing through the Colony was great- 
er than it had been in the year before, 
and there was no apparent lessening 
in the prosperity of the Colony. 


Trade 

The main features of the year were 
(1) The increase in the flow of imports 
from the U.S.A. (2) The increase both 
in imports from and exports to the 
United Kingdom. (3) The mainten- 
ance of the trade with China at about 
the same level as the previous year, 
in spite of the difficulties that country 
was going through. 

Trade with Western Europe showed 
no sign as yet of a return to its pre- 
war volume, but trade with South- 
East Asia, Japan, and Korea, continued 
to improve. Towards the end of the 
year a beginning was made in trading 
with Communist North China, and 
there are hopes that this trade will 
prosper. Exports to China for the 
fiscal year totalled $302 million, com- 
pared with $246 million in the previous 
year. Imports from China were valu- 
ed at $465 million, against $373 million 
for the year before. The total value 
of all imports into Hongkong increased 
by 29% compared with 1947/48, while 
exports from Hongkong showed a rise 
of 37%. 

During the year the Colony parti- 
cipated for the first time in the British 
Industries Fair, and the success which 
attended this venture has encouraged 
the Colony’s business community to 
exhibit again in 1949. Since this De- 
partment was closely connected with 
the planning and organization, it can 
claim a fair share of the credit for the 
success of this enterprise. 


Revenue. 

A nett total of $43 million was col- 
lected. Although this is $9 million 
less than the previous year, it should 
be explained that in October of that 


year a sum of $15 million had been 
paid in duty by one of the local tobacco 


manufacturers—an exceptional cir- 
cumstance, and one which tends to 
distort the general picture. With the 


exception of Tobacco, and Toilet Pre- 
parations and Proprietary Medicines, 


revenue collected showed an increase 
over the year before, and this is in 
keeping with the improved trade 


figures. 

A. Tobacco:—The increase in smug- 
gling continued. Cigarettes seized 
totalled 2,867,638 pieces, whilst  sei- 
zures of Chinese prepared tobacco were 
8,965 lbs., compared with 10,913 lbs. in 
1947. 

B. Liquor:—Duties from liquor were 
$10,331,209, or roughly the same as for 
the previous year. The Colony con- 
sumed 1,019,022 gallons of European 
type liquor during the year—slightly 
less than the consumption for the pre- 
vious 12 months. The smuggling of 
Chinese spirit into the Colony con- 
tinued unabated, but the offensive car- 
ried on by the Revenue staff met with 
considerably more success than had 
been the case in the preceding year. 
Seizures amounting to 13,268 gallons 
were made, a very satisfactory record, 
compared with the previous year’s total 
of only 3,745 gallons seized. This in- 
crease is largely. due to the fact that 
the majority of the Revenue staff join- 
ed the service after the war, and took 
some time to familiarise themselves 
with’ preventive work, but have now 
acquired a high degree of efficiency. 

C. Hydrocarbon Oils:—Duty collect- 
ed was $8,647,607, compared with the 
previous year’s figure of $5,734,790—an 
increase of more than 50%. The ever- 
growing number of motor vehicles in 
the Colony is responsible for this figure. 

D. Toilet Preparations and Pro- 
prietary Medicines:—A total of $2,635,- 
101 was collected, a decrease of about 
$1.1/3 million compared with the pre- 
vious year’s figure of $3,926,241. In 
the latter part of 1947 the method of 
levying this tax was revised, and pro- 
prietary medicines were defined in such 
a way as to exclude ethical medicines 
which were not advertised to the 
public. These medicines had previous- 
ly been paying duty, and the fall in 
revenue is thus: accounted for. 

E. Table Waters:—Duties amounted 
to $635,636, compared with $412,891 in 
the previous year. 


DANGEROUS DRUGS 

A. Opium:—The traffic in danger- 
ous drugs continued to increase, and 
seizures of opium during the year 
amounted to 8,296 taels of raw, and 
1,707 taels of prepared. There was 
only one seizure of Indian opium, when 
672 taels were taken from a ship on 
her arrival from Calcutta in May, 1948. 
All other opium seized was of Chinese 
origin, mainly from the East River 
District of Kwangtung. The quality of 
this opium is poor compared with that 
grown in Yunnan, but is much cheaper 
than the latter. The biggest seizure of 
the year was made on the 23rd No- 


January tz 


vember, 1948, when 1,029 taels of Chi- 
nese prepared opium were found hid- 
den in 10 large cases of Chinese con- 
fectionery, which were about to be 
shipped to Manila. The opium was 
packed in one-tael tins, which were 
buried at the bottom of the containers, 
and covered with sweets. There was. 
one prosecution for the growing of 
opium poppies in Hongkong, when 2,332 
plants were confiscated and destroyea. 

B.—Heroin:—Traffic in heroin, which 
had almost disappeared after the war, 
is now steadily on the increase. Since 
the preparation of diacetylmorphine 
(heroin) calls for a great deal of tech- 
nical knowledge, it is probable that the 
drug is manufactured in North China, 
which was the centre of the pre-war 
Japanese trade, and smuggled from 
there down to Hongkong. There were 
83 heroin cases, and 53,733 pills were 
seized during the year, as against 13 
cases and 5,570 pills seized during the 
previous year. 

Legislation. 

The following are the chief legisla- 
tive enactments affecting the Depart- 
ment, which were passed during the 
year: (i) Smuggling into China 
(Control) Ordinance, 1948, which gave 
effect to the Sino-British Customs 
Agreement of January, 1948. (ii) An 
increase as from 6th January, 1949, in 
the duty payable on tobacco, to $6 per 
pound on cigarettes of mon-Empire 
origin and manufacture, and $4.70 per 
pound in the case of cigarettes of Em- 
pire origin and manufacture. (iii) An 
order, under Section 3 of the Importa- 
tion and Exportation Ordinance, 1915, 
prohibiting the import into the Colony 
of any plant originating within the 
American Tropics without a licence 
from the Director of Commerce & In- 


dustry. (iv) The Trade Commis- 
sioner’s Privileges Ordinance, 1948, 
which allows to Trade Commis-— 


sioners the same privileges as are 
granted to accredited Consular officials 
in respect to obtaining dutiable com- 
modities duty-free. (v) The Diplo- 
matic Privileges Ordinance, 1948. 
Certificate of Origin. 

The number of Certificates of Origin 
issued during the year was 10,812, whilst 
9,511 Imperial Preference Certificates 
were issued. The bulk of the cerii- 
ficates issued were with regard to tex- 
tiles, -flashlights, rubber shoes aud 
enamelware, in the order given. 


RETURN OF LIQUOR DUTY 
collected from 1st April, 1948 to 
31st March, 1949. 


European Type Liquor. 


Amount 
Class of Liquor Gallons of duty- 
collected: 
Ale,-Beer, Cider and 
Stout— 
(Non-Empire) 394,867 750,456: 
CERIO Ine)> gen 194,236 291,41 
Beer -(iocal) . ...... 205,163 205,167 
Brandy— 
(Non-Empire) 44,041 1,762,547 
(Hinpive) ie ole ase 4,256 136,280: 
Whisky— 
(Non-Empire) 1,447 58,165. 
(Bimpire) eons < +0. 51,444 1,646,285 
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Amount Duty on:— lbs. 
Class of Liquor Gallons of duty GiZarettes 07221.1.111! 2.987062 12,549,877 
collected Purapesn: Smoking To- beads ane tos 
See ee Chinese Tobacco Prepared 3.077 —«9'281 
Ys Clean Tobacco Leaf 45,570 99,399 
Malaga— — Raw Tobacco Leaf:— 
(Non-Empire) 3,648 91,208 (Bimpire) yes acseers 533,959 1,230,569 
(Empire): «. «ea. os 360 7,196 (Non-Empire) ...... 2,206,374 6,471,207 
Vermouth— Tota lyn. soca 20,755,728 
(Non-Empire) 2,235 44,701 Less Drawback 1,893,999 
(Gra chortes) ete micas 5 74 —<————— 
Miscellaneous— Net: total | 5 s2<: 18,861,729 
(Non-Empire) 10,579 211,634 Grand Total 19,079,306. 
(Empire) ....... 825 20,408 SSS 
Spirit of Wine— 
(Non-Empire) 3,525 66,423 
apne a eee 1,386 21,427 RETURN OF LICENCES ISSUED AND 
(CLIOCAN) © iinteateayse 2,831 41,496 REVENUE DERIVED FROM 
Spirituous Liquors 36,936 230,382 HYDROCARBON OILS 


Amount 
Class of Liquor Gallons of duty 
collected 

Gin & Cocktail— 

(Non-Empire) 697 27,903 

(Bmpive)iie.... 6. 27,502 919,550 
Gin (Eocal) Vis tecio 95 3,050 
Rum— 

(Non-Empire) 333 13,316 

(Empire) ~ ...<<. 3,252 104,144 

(Eocal)! acekucksts 606 19,397 
Champagne and 

Sparkling Wine— 

(Non-Empire) 2,944 129,544 

Empire) ...9:40% 76 2,738 
Liqueur— 

(Non-Empire) 4,999 219,974 

CHnipiee) he. kreicier 424 15,254 
Port Wine— 

(Non-Empire) 12,700 317,496 

Cimpire)iy- os... 7,610 152,206 


1,019,022 7,509,869 


Chinese Type Liquor. 


. 


Native Spirits not more than 
25% of alcohol by weight 
Native Spirits over 25% of 
alcohol by weight ....... 
Northern Spirits not more 
than 25% of alcohol by 
Welllitie eva. suite tacit sae 
Northern Spirits over 25% of 
alcohol by weight 


RETURN OF LIQUOR LICENCES 


ISSUED 
Revenue Derived from Liquor 


Period from 1st April, 1948 
March, 1949 
Licensed Warehouse Licences:— 
Sona svoeaigoe 5 


Distillery Licences :— 
(a) Single Still .. $ 25. 14 
(b) Two Stills .... 
(c) More than two 


stills 1 
Brewery Licence :— 
$600 1 
Canteen Licence 
$1. 1 
BDOTA LS Licences :— 
TSO 9 iereleicteretaiewis oiascrs 580 
Dealer’s Licences:— 
(a) for intoxicating liquor 
other than Chinese 
type liquor :— 
BL OG ag ee oreo aipisiaserate 137 
(b) for Chinese type 
liquor :— 
(i) $650. 345 
(ii) $550. 38 
(iii) $400 2 
(iv) $ 50. 95 
(c) for liquor other than 
intoxicating liquor :— 
(Bobs soho do topcacond 553 
Retailer’s Licences :— 
(a) for Chinese type liquor:— 
(i) PEG) Ge pe scad 26 
(41) $125. nee eee 15 
(b) for liquor other than 
intoxicating liquor:— 
(i) $ 50. 837 
(ii) = $ 30. 449 
(iii) $ 20. 140 
Permit to use Alcohol free 
of duty in an education- 
al, scientific or charit- 
able institution .......- 2 
Lape Vessel Licences:— 2 


Total 
Liquor Amount Amount amount of 
distilled of duty Imported of duty duty 
locally collected Liquor collected collected 
Gallons $ Gallons $ $ 
598,960 2,395,840 39,363 199,998 2,595,838 
26,916 154,856 151 945 155,801 
— — 5,924 29,621 29,621 
— —_— 33,742 309,357 309,357 
Totalo a: sects. ees $3,090,619 
Ship Piveners: — 
PLO ee womrhetare atele in itsinte 41 410 
Miscellaneous mitts 6,631 
hse a Totaly i acvastersrsiere 634,989 
Co s Duty on European 
EIGuOreeesaasciaie 7,216,562 
$ Duty on Spirituous 
WiGQUOrsS Wcihes. ss 293,306 
3,000 Duty on Chinese 
fiiquoy Wifwie.s..- 3,090,619 
350 2 ee TES 
1,400 SUCEN ee Sh tonage 10,600,489 
Refund of Liquor 
400 Ditties: Me. cdee 269,279 
600 Net Total ...... 10,331,209 
1 Grand Total .... 10,966,198 
87,000 
RETURN OF TOBACCO LICENCES 
ISSUED 
Revenue Derived from Tobacco for the 
205,500 Period from ist April, 1948 to 31st 
March, 1949 : 
Een Licensed Warehouse Licences:— 
800 (E)eS800 Meee tae aches 2 1,200 
4,750 (By eG200 ee ech osccic 2 400 
Manufacturer's Licences ‘:— 
(EYL EH ION shesoogodun 2G8e 3 900 
16,590 (b) $150. te cecesreeeers 3 450 
Travelling Salesman’s Licences :— 
(ye) Shara rpendes 121 1,210 
t Li — 
ae Eero icences: 163 par 
Dealer’s Licences: 
$ 10. 317 3,170 
Retailer’s Licen 
ag “are tee gee 
b) $ a : K 
wens (e) $2 $ 2 588 «11,160 
sauatfers a ee 76 (68 
2 Miscellaneous ............ 298 
10 Total csinsesieie = 217,576 


For the period from 1st April, 1948 to 
31st March, 1949 
$ 
Licensed Warehouse Licences :— 
$350. ll 3,850° 
76 11,400 
74 740 
67 670: 
7,692 
Total e) vaeisjeuiecies 24,352 
Imperial 
Gallons 
Duty on:— 
Bights™ Olistrcnectwusdts ccs 7,351,865 5,881,492 
Heavy Oils for Vehicles 442,966 177,186 
Heavy Oils 25,340,232 2,534,023 
Admixture 281,375 89,756 
Total 8,682,457 
Amount of Duty 
transferred from 
PETCASUNYeWils veisiicen 13,103. 
Totaly Wee te 8,695,561 
Less Drawback:— .. 47,954 
Wet: ‘Total janmi..: 8,647,607 
Grand Total 8,671,960 


RETURN OF LICENCES ISSUED AND 
REVENUE DERIVED FROM 
TOILET PREPARATIONS AND 
PROPRIETARY MEDICINES 


For the period from 1st April, 1948 to 
31st March, 1949 
$ 
Manufacturer’s Licences :— 
150. 153 22,950 
109 8,175 
255 2,550 
wea tes, s Licences:— 
CE SLOOL = We casita \etsiatareoute 27 4,050 
(b) $ 20. sees aaaaqnade 447 8,940 
Dealer's Licences:— 
TOSS Pre cleetsinainetcte 599 5,990 
Retailer’s Licences:— 
CUR ahonsdacaoriac 53 3,180 
(b) $ 40 3 120 
(CO) S780 eer. eas 790 23,700 
(G)i$ 20h, eters 496 9,920 
(Ca ee OO esas 141 1,410 
Miscellaneous 10,103 
Total 101,088 
Duties on Toilet Prepara- 
tions and Proprietary 
Wiyelkebatef  oaoneannoson 2,687,844 
Giess) Pefund) Goce seein. 52,742 
Net “Total, ere 2,635,101 
Grand Total 2,736,190 
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Hongkong Income Tax Report 


Report for the fiscal year of April 1. 1948, to March 31, 1949 by the 
Hongkong Government Department of Inland Revenue 


ASSESSMENT 


With the augmentation of the assess- 
ing staff in the latter half of the year 
1948, assessment was speeded up, but 
there are still considerable arrears 
with a large number of 1947/48 assess- 
ments still outstanding. The net assess- 
ments made during the year totalled 
$41,724,366, of which $9,083,001 referred 
to the year of assessment 1947/48 and 
$32,641,365 to the vear of assessment 
1948/49. 


PROPERTY TAX 


Property Tax Demand Notes are 
issued in the first instance by the 
‘Treasury and District Offices. The. 


assessments may be treated, in certain 
instances, as assessments on account of 
the Profits Taxes or under Personal 
Assessment. The’ total of the original 
‘assessments on the Demand Notes 
issued, $3,549,766, is therefore reduced 
to $2,470,665 by the following transfers 
to other Chapters:— 


1947/48 1948/49 
‘To Corporation Pro- 
Ais Daxeewn. $287,986 $667,397 
‘To Business Profits 
Walia Noveyans ake. chece.ivese 37,123 77,882 
‘To Personal Assess- 
MEN Fh teeices vals 1,405 7,306 
$326,515 $752,586 


$1,079,101 


PROFITS TAX 


At 31st March, 1949 there were in 
existence 21,159 open Profits Tax 
wssessment files. This was 737 more 
than the number open at the beginning 
of the year, the difference being the 
net increase, after deducting files closed 
‘on the discovery of duplications, cessa- 
tions of business or departures from 
‘the Colony. 


Year of Assessment 1947/1948 

In over 2,000 cases, no returns had 
ween rendered by 31st March, 1949, in 
respect of the year of assessment 
1947/48. Most, if not all, of these cases 
are thought to be the result of duplica- 


RETURN OF LICENCES ISSUED AND 


REVENUE DERIVED FROM TABLE 
WATERS 


For the period from ist April, 1948 to 
31st March, 1949 


Licensed Warehouse Licences:— . 
SOTO utd... enacts 10 100 
Manufacturer’s Licences :— 
CRIES S00 ewes winston cee 10 3,000 
GES CTOs meen circ = iann,e teen ete 17 1,275 
Importer’s Licences:— 
LOO als ereceronercnn 4 400 
Miscellaneous. ........... 355 
Totaly” Ficccseicse 5,130 
Gallons 
Duty on Table Water 2,649,038 635,769 
TACSRETOLUOG hess cistetelesieieie 132 
Nets Totaly.) iar 635,636 
Grand Total ... 640,766 


tions due to differences in translation 
of firm names or small businesses 
which have closed down, or are cases 
not considered worth pursuing. Dur- 
ing the year, 1,140 returns were receiv- 
ed, making a total to date, in respect 
of the year 1947/48, of 18,839. Pre- 
liminary scrutiny of 8,030 returns was 
completed during the year and at 31st 
March, 1949, 1,579 were still under 
correspondence. Of those scrutinised, 
232 cases were found to be definitely 
exempt and the remainder were listed 
for more detailed examination and 
assessment in due course. The position 
to date in respect of the year of assess- 
ment 1947/48 is as follows:— 


Returns received 
Returns scrutinised 


Still under correspondence .... 1,579 
Exemption cases on first 
Scrutiny -_ ache. eens ane ae 1,048 
Listed for assessment ........ 16,212 
Exempt on assessment ....... 6,073 
TARO Por 5 ledsiayis: sar ora sunindenscelores eps ee 2,779 
Awaiting assessment’.......... 7,360 


Total Profits Listed for Assessment:— 
978 Corporations $121,546,788 
15,234 Business 132,131,500 


$253,678,288 


the average profits being:— 


Corporahonss Gace aee. $124,281 
Businesses.e a Ue vkimeswsiemestcs 8,673 
During the year, 1,833 assessments 


were made in respect of the year 
1947/48, the assessed profits totalling 
$127,967,710, made up as follows:— 

Corporations — 421 assessments—$72,652,101 
Businesses —1,412 assessments— 55,315,609 


The average profits as finally assessed 
were:— 


Corporations $172,570 
Businesses 39,175 
The net tax charged in respect of 


these assessments after set-offs and 
adjustments was $7,861,340, 


Year of assessment 1948/1949 

18.435 Returns were received in 
respect of this year of assessment and 
in 2.649 cases no returns had been 
received by the ehd of the year. As 
is the case in. respect of the year 
1947/48 the probability is that many of 
these cases of apparent default are 
non-existent businesses or duplications. 
During the year the following work was 


carried out in respect of the year 
1948/49:— 
Returns received... 22 2.scas. 18,435 
Returns: scrutinised 92.. 75... 16,282 
Still under correspondence 2,153 
Exemption cases on first 
Scrutiny Akio ee cee 1,006 
Listed for assessment ........ 15,276 
Exempt on assessment ....... 5,179 
Taxed 205. 07s ioe ee 2,180 
Awaiting assessment ......... 7,917 


Total profits listed for assessment:— 
864 Corporations $138,797,199 
14,412 Businesses 122,743,358 


$261,540,557 
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the average profits being:— 


Corporations 
Businesses 6... see esse isis 8,517 

During the year, 2,180 assessments 
were made in respect of the year 
1948/49, the assessed profits totalling 


278,368,291, made up as follows:— 
pelbal ate a 517 assessments—$181,546,790 
Businesses —1,663 assessments— 96,821,501 


The average profits as finally assess- 
ed were:— 

Corporations $351,154 
Businesses ...... 4 oie) vas ata tas 58,221 

The net tax charged in respect of 
these assessments after set-offs and 
adjustments was $26,505,293. 

The difference between the average 
profits returned and the average profits 
assessed is,again striking, especially in 
the case of unincorporated businesses. 
The difference is, to some extent, ex- 
plained by the fact that the average 
returned includes a large number of 
businesses returning profits under 
$7,000 which, on investigation, have 
proved unlikely to be assessable. 
Nevertheless, even allowing for these, 
there is a very considerable difference 
between profits returned and profits 
finally assessed. Below, reference is 
made to the unsatisfactory nature of 
many returns. It is still true to say 
that a very large number of taxpayers 
do not realise that private drawings and 
expenses are not allowable deductions 
for tax purposes. It will no doubt be 
some years before this fact is generally 
appreciated and given effect to in re- 
turns. 

The large proportion of exempt cases 
—i.e., cases of profits under $7,000 per 
annum—requires some explanation. In 
a great many cases the smallness of the 
profits results from the peculiar 
“family” nature of many Chinese busi- 
nesses. Such businesses are run, not 
for the personal profit of the owner, 
or apparent owner, but as part of a 
general scheme for the mutual support 
of the members of the family, using the 
term “family” in a wide sense. The 
securing of employment for members 
of the family is a more important and 
immediate object than the making of 
large profits. Other features of the 
general scheme usually include the ex- 
ploitation of family lands in the neigh- 
bouring districts of China to which, in 
bad times, members of the family can 
and do return. Investigation in many 
of these cases reveals that the standard 
of living of the apparent proprietors is 
low and consistent with the communal 
nature of the business. A further ex- 
planation is the custom, not now so 
prevalent as before the recent war, of 
acquiring a business not for steady 
profit but as a means of spreading over 
a period, longer than they would other- 
wise cover, funds intended to be used 
for maintenance and living expenses 
rather than as a revenue-producing 
investment. The hope of _ successful 
trading is also present, but this hope 
partakes more of the nature of a gam- 
bler’s hope of a stroke of luck than of 
a reward of industry and effort. 


$160,645 


CHINESE ACCOUNTS 


Of the returns rendered in respect of 
these two years of assessment, 17,741 
comprised returns and accounts in 


1950 


Chinese. To this total must be added 
those returns and accounts in Chinese 
awaiting translation at the beginning 
of the year, 3,242, giving a total of 
10,983 for translation, By 31st March, 
1949, 6,987 of these had been translated 
or dealt . with by direct assessmeni 
without translation, leaving 3,996 out- 
standing. During the course of the 
year, the practice of direct assessment 
in Chinese was instituted. 915 cases in 
respect of each of the years of assess- 
ment 1947/48 and 1948/49 were dealt 
with in this manner. 


SALARIES AND ANNUITIES TAX 


During the year there was a het in- 
crease in the number of assessment files 
open in the section of 2,766 and at the 
end of the year there were 2,170 Em- 
ployers’ Return files plus 2,537 tem- 
porary files for employers and 9,484 
Salaries and Annuities Tax assessment 
files open. 


Year of Assessment 1947/48 ~ 


1,751 assessments were made, the 
assessed incomes totalling $32,429,517. 
The tax charged thereon amounted to 


$848,437. At the end of March the fol- 

lowing was the position regarding 

assessment for 1947/48:— 

Total cases to be assessed ...... 9,723 

Assessed: Exempt ..... 5,339 
Waxed «oc Ue 2,836 8,175 

Still to) be: assessed. siis.0.ceses ois 1,548 


Year of Assessment 1948/49 

2,882 assessments were made, the 
assessed incomes totalling $67,172,718. 
The tax charged thereon amounted to 


$2,289,632. At the end of March, the 

following was the position regarding 

assessment for 1948/49:— 

Total cases to be assessed ..... 9,554 

Assessed: Exempt ..... 4,241 
Taxed in enna: 2,882 7,123 

uillito tbe vassessed’ is. 3.- 20. 2,431 


The high proportion of exempt cases 
under this tax is due to the extinction 
of liability by personal and other allow- 
ances. An assessment file must be 
opened for every known individual 
whose income is such as_ possibly to 
render him liable as a single man. But 
the liability in the great majority of 
such cases proves to be’ extinguished 
by the allowances granted in respect 
of the individual’s family. 


PERSONAL ASSESSMENT 


During the course of the year the 
advantages of Personal Assessment 
began to be more widely known 


amongst the Chinese business com- 
munity and at the end of the year 
there were 1,529 Personal Assessment 
files open. In addition there were many 
eases of election to Personal Assessment 
held over pending completion of Busi- 
ness Profits Tax assessments whilst 
numerous applications were received 
from partners of small firms which, 
but for the facilities provided by Per- 
sonal Assessment, would have been 
obliged ta pay Business Profit Tax. In 
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many of these latter cases it is not 
necessary to open a separate Personal 
Assessment file. 

In respect of the year of assessement 
1947/48, 505 Personal Assessments were 
made on incomes totalling $11,113,074, 
involving a liability to $294,640 of tax. 
Of these 505 cases assessed, 179 result- 
ed in refunds of tax already paid or 
suffered under other Chapters. 

For the year of assessment 1948/49, 
391 Personal Assessments were made 
on incomes totalling $9,212,987, involv- 
ing a liability to $254,061 of tax. Of 
the 391 cases assessed, 115 resulted in 
refunds of tax already paid or suffered 
under other Chapters. 


INTEREST TAX 


Interest Tax again involved an 
amount of clerical work higher, in pro- 
portion to the tax collected, than in 
the case of any other tax, owing to 
the numerous small items which go to 
make up this tax. 6,614 assessments 
totalling $1,228,342.26 of Tax were 
made, The total assessment was made 
up as follows:— 


Year of Assessment: 


1947/48: 1,392 assessments 
1948/49: 5,222 assessments 


RETURNS 


Assessments to Profits Tax, Salaries 
and Annuities Tax and under Personal 
Assessment made during the year total- 
led 9.542. In 5,540 of these cases, the 
returns of income proved, after exami- 
nation, to be acceptable to the Depart- 
ment. In the other 4,002 cases (42% 
of the total) the returns as originally 
compiled proved not to be acceptable 
and were amended before assessment. 
The unsatisfactory returns proved most 
numerous in the case of unincorporated 
businesses. 2,019 of such returns out 
of 3,075 (or 65%) had to be rejected 
in the first instance. This percentage, 
together with the excess of average 
profits assessed over profits returned, 
indicates the extent to which the busi- 
ness community has still to learn the 
requirements of this Department. An 
improvement is already noticeable, 
however, and the percentage of faulty 
returns in respect of 1948/49 assess- 
ments fell to 60% compared with over 
70% in respect of 1947/48 assessments. 

Returns of corporations, being usual- 
ly prepared by auditors, were on the 
whole, more satisfactory, but a percent- 
age of 46% can only be regarded as far 
too high, especially as the percentage 
in respect of the second year rose to 
50%. 

Under Salaries and Annuities Tax a 
surprisingly high percentage of unsatis- 
factory returns were 
Government officers (76% in respect of 
1947/48 and 64% in respect of 1948/49). 
This was almost entirely due to revi- 
sions of salaries and to errors and 
uncertainties arising from the frequent 
changes of quarters forced upon many 
Government officers, with consequent 
effect on the statutory income. 

Other Salaries and Annuities Tax 
returns were more satisfactory, with 
only 17% of the total having to be 
rejected (less than 15% in respect of 
1948/49). 


$385,807.32 
$842,534.94 


received from 
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Under Personal Assessment, the per- 
centage was but 10%—but as in many 
eases of Personal Assessment the in- 
come is agreed upon before the return 
is made, a low percentage of unsatis- 
factory returns is to be expected. 


In all cases, however, it must be 
emphasised that these percentages ‘re- 
late to returns which have been actual- 
ly assessed. Unsatisfactory returns result: 
in delays in assessment and many of 
the cases awaiting assessment at the 
end of the year are the result of such 
returns. The true percentage of un- 
satisfactory returns is therefore higher 
than is disclosed by these figures. It 
is impossible to estimate accurately the 
amount of work devolving upon the 
Department and upon taxpayers and 
their representatives as a direct out-- 
come of these unsatisfactory returns; 
but it is not unreasonable to suppose: 
that the cost to Government of time 
spent on such matters amounts to some 
$200,000 per annum, to say nothing of 
a probably much greater cost to tax- 
payers and their representatives. 


COLLECTION 


A net total of $40,285,200, was col- 
lected during the year, this total being 
$285,200 in excess of the Estimate of. 
$40,000,000, 


PROPERTY TAX 


To the Property Tax Demand’ Notes: 
issued during the year, totalling $3,549,-. 
766, must be added the arrears brought: 
forward from the previous year 
($1,929) and penalties added for late 
payment ($8,896) giving a total of 
$3,560,592 due. Of this sum, demands. 
to a total of $26,245 were discharged.. 
Actual collections totalled $3,522,540, 
leaving $11,805 outstanding at the end. 
of the year. These arrears were en-. 
tirely on account of the year of assess- 
ment 1948/49, there being no outstand-. 
ing amounts in respect of 1947/48.. 
They represent 0.3% of the total due. 
Cash refunds, $2,344, reduced the gross 
collection to a Net Revenue of $3,520,- 
195. 


PROFITS TAX 


Various adjustments and set-offs re- 
sulted in Demand Notes to a total of 
$36,239,274 being issued in respect of 
the assessments ‘recorded above. Penal- 
ties totalling $30,066 were added for 
delays in payment and _ $1,590,236 
brought into account in respect of out- 
standings at 3lst March, 1948. De- 
mands to the sum of $2,018,376 were 
discharged on revisions of assessments 
under various provisions and claims 
totalling $1,050 were abandoned as 
irrecoverable. Actual collections total- 
led $33,609,024, leaving $2,231,126 out- 
standing at the end of the year. Of this 
amount. $2,141,147 had not become 
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finally payable at the end of the year 
and true arrears, including penalties 
added, amounted to $89,979 only, or 


0.25% of the total payable. These ar- 
rears comprised:— 
1947/48 1948/49 
Corporation Profits 
111g benim dee neorieteecaen — $18,182 
Business Profits Tax $21,176 $47,667 
$21,176 $65,849 
Penalties. yar xl eee 1,634 1,318 
$22,811 $67,167 


Cash refunds of $880,563 reduced the 
gross collections of $33,609,024 to a 
Net Revenue of $32,728,460. 


SALARIES AND ANNUITIES TAX 


Various adjustments and _ set-offs 
resulted in Demand Notes to a total 
Of $3,250,935 being issued in respect of 
the assessments recorded above. Penal- 
ties totalling $4,968 were added for 
delays in payment and $191,265 brough! 
into account in respect of outstandings 
at 3lst March, 1948. Demands to the 
sum of $89,755 were discharged on re- 


visions of assessments under various 
provisions and a_ claim for $41 was 
abandoned as_ irrecoverable. Actual 


collections totalled $2,670,639 leaving 
$686,732 outstanding at the end of the 
year. Of this amount outstanding, 
$651,271 had not become finally pay- 
able by the end of the year and true 
arrears, including penalties added, 
amounted to $35,461 only, or little over 
1% of the total payable, These arrears 


comprised:— 
1947/48 1948/49 
Government ...... STF $ 379 
Non-Government 12,762 19,793 
; $13,484 $20,172 
Penalties added .... 1,198 605 
$14,683 $20,777 


Cash refunds of $27,038 reduced the 
gross collection of $2,670,639 to a Net 
Revenue of $2,643,601. 


PERSONAL ASSESSMENT 


Of the Personal Assessment liabilities 
raised during the year, $548,701, the 
sum of $376,373 was off-set by taxes 
paid under other Chapters:— 


1947/48 1948/49 Total 
Corporation Profits 
LAX Matron Gee ee $ 255 $ 14,411 $ 14,667 
Business Profits Tax 245,202 88,875 334,078 
Salaries & An- : 
nuities Tax 2,721 — 2,721 
Interest’ Tax) ..:.. 10,150 6,045 16,195 
Property Tax 1,405 7,306 8,711 
$259,734 $116,639 $376,373 


To the amount of Personal Assess- 
ment liability not off-set in this man- 
ner ($172,327) there were added the 
outstandings brought forward from the 
previous year, ($5,324), whilst penalties 
totalling $3,462 were added for delays 
in payment, giving a total of $181,114 
to be collected. Of this amount, the 
‘sum of $8,345 was off-set by over- 


Forestry in Hongkong 


Report by the Hongkong Government Department of Forestry for the 
fiscal year from April 1, 1948 to March 31, 1949. 


The Forest policy for the Colony 
may be summarised as follows:—(1) 
To afford protection to all vegetation 
growing on the hillside of the Colony 


with special attention to catchment 
areas where the removal of such 
vegetation would lead directly to 


erosion and consequently silting up of 
the reservoirs and catchwaters. (2) 
To replace the forest covering removed 
during the years 1939-46, the catch- 
ment areas again receiving precedence. 
(3) To encourage sound forestry opera- 
tions by villagers in the New Territo- 
ries. (4) To carry out such scenic and 
roadside tree planting as may be neces- 
sary. 

For purposes of internal administra- 


tion, the Forestry Department is 
divided into three. sections:—(I) Forest 
Protection. (II) Afforestation. (III) 
Routine. 


(1) Forest Protection 

The immediate proximity of a large 
town population necessitates keeping a 
close watch on all plantation within the 
Colony. Special attention to prevent 
damage by grass cutters to areas 
broadcast with pine seed has been very 
necessary as the young seedlings are 
inevitably removed together with the 
grass. The number of forest guards 
and foresters employed on protection 
duty throughout the year was approxi- 
mately one hundred, and these men are 
stationed in the locality for which they 
are responsible. Boxes’ containing 


patrol books were placed at key points 
along the beats in order to ensure pro- 
per attendance. Departmental uniforms 
were issued to all Forest Guards and 
Senior Foresters engaged on forest 
protection work. 

Towards the end of the year frequent 
attempts were made by squatters evic- 
ted from the urban areas to re-erect 
their huts on plantations. Over twenty 
prosecutions on a charge of trespass 
were made against such offenders. 
One hundred and thirty eight convic- 
tions were recorded for Forestry offen- 
ces during 1948/49. \ 

The retail price of firewood remain- 
ed steady throughout the year at about 
$8.50 per picul. This relatively cheap 
price was largely due to the deprecia- 
tion in the purchasing power of Chi- 
nese Currency. This factor together 
with the protective measures mention- 
ed above were responsible for reducing 
to a minimum the incidence of Fores- 
try offences. 

Owing to the damage done to the 
plantations in 1947, a special fire look- 
out post was established at Kowloon 
Peak. This post was connected by 
field telephone and could at once re- 
port fires occurring along the North 
side of Hongkong Island, Kowloon 
Hills and Shing Mun. A supplemen- 
tary system of signalling with Aldis 
lamps to report outbreaks of fire was 
put into operation. Although a total 
of 76 hill fires on the mainland were 
extinguished by the Department, apart 


charges under other Chapters which 
had been made in respect of 1947/48 
whilst $43,142 remained unpaid at the 
end of the year, leaving a Net Revenue 
of $129,626. 


INTEREST TAX 


Various adjustments and set-ofis re- 
sulted in Demand Notes to a total of 
$1,279,130 being issued in respect of 
the assessments recorded above. Penal- 
ties totalling $452 were added for 
delays in payment and $7,012 brought 
into account in respect of outstandings 
at 3lst March, 1948. Demands totalling 
$1,321 were discharged. No claims 
were abandoned. Actual _ collections 
totalled $1,282,920, leaving $2,353 out- 
standing at the end of the year. Of 
this sum, only $40 had become finally 
due before the end of the year. 

Cash refunds ($19,604) reduced the 
gross collection of $1,282,920 to a Net 
Revenue of $1,263,316. 


INCOME GROUPS 


A substantial increase in the profits 
of corporations is noticed, 517 corpora- 
tions producing for 1948/49 a total in- 
come some _ $38,000,000 above that 
produced by 625 corporations for 1947/ 
48. The increase appears to characterise 
mostly the largest entities, since 22 are 


to be found in the “over $2,000,000" 
group in 1948/49 as against 15 in 
1947/48, whilst the average of this 


group has risen from $3,200,000 to some 
$4,500,000. The additional members of 
this group appear to have transferred 
themselves from the next lower group, 
$1,000,001-$2,000,000. The group $500,- 
001-$1,000,000 shows a substantial in~ 
crease .but the relative sizes of other 
groups show little change apart from a 
reduction in the lowest group. These 
factors point to a general increase 
throughout the whole range. 

Similar features are to be found un- 
der Business Profits Tax, althougn 
assessment for 1947/48, being more 
nearly ‘complete, contains a larger pro- 
portion of small items. Under this tax 
also there is a striking increase in the 
profits of the larger units. This, to- 
gether with a reduction in the lower 
income groups, unaccompanied by any 
marked change in the relative sizes of 
other groups, probably refiects a gen- 
eral increase in profits, although the 
larger number of small businesses still 
to be assessed for 1948/49 should not 
be overlooked. 


Under Salaries and Annuities Tax 
(non-Government) there is disclosed a 
general movement frdm the lower to 
the medium ranges, a general increase 
being notable in the groups from 
$27,000 to $50,000 in relation to other 
groups, A similar movement is notice- 
able under Salaries and Annuities Tax 
(Government), the tecreases being 
notable, however, in the range $12,000- 
$37,000. 
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from two small outbreaks on broadcast 
vareas near Kowloon Peak, scarcely any 
damage was done to trees on Govern- 
ment plantations. A large fire which 
spread into the Shing Mun Reservoir 
Catchment area was extinguished only 
just before reaching young plantations. 
On Hongkong Island 31 hill fires were 
extinguished by Foresters and only in 
one case was extensive damage done 
to vegetation growing in Catchment 


careas. 
Firebarriers on Hongkong Island 
were not cleared. Firebarriers in 


Kowloon and the New Territories were 
cleared partly by Foresters and partly 
‘by contract labour. Foresters were 
employed on clearing the main fores- 
‘try paths around Hongkong Island in 
order to make them passable on foot. 


(11) Afforestation 


As the planting season in Hongkong 
extends from January to August in 
each year, the figures given.under this 
heading are for the whole of 1948 and 
not for the financial year 1948/49. 

The rainfall for 1948 was 97.75 
inches which is 13% inches above 


average. Four gales were experienced 
from typhoons passing close to the 
Colony. 


Largely through the use of tin tubes 
for raising seedlings, nursery stocks 
were increased by over 3 times in com- 
parison with 1947 and by December 
1948 had passed the 150,000 mark. 
‘The chief species stocked were Casua- 
rina equisetifolia (Forst) Eucalyptus 
robusta (Smith), Melaleuca leucaden- 
dron (L.), and Tristania conferta 
(R.Br.). Over 50 other species were 
raised in small numbers for sale to the 
public. 

The nursery at Lai Chi Kok is by 
far the largest and all tubing of nur- 
sery stock was carried out there. The 
total number of seedlings tubed during 
the year was approximately 150,000 
and these seedlings are kept on the site 
until ready for planting. Generally 
speaking, the seedlings raised in tubes 
were strong and healthy but some of 
‘the Eucalyptus and Melaleuca which 
were one foot or more in height at the 
end of the growing season (Nov.) be- 
came very spindly over the winter 
months, but appeared to recover after 
planting. 

Nearly all stock for tubing was rais- 
ed in seed boxes from seeds collected 
locally. It appears that this is the 
most satisfactory method of raising 
‘stock for tubing under Hongkong con- 
ditions, but it is necessary to keep the 
seed boxes under glass during the win- 
‘ter months in order to ensure that am- 
ple stocks are always available for 
‘tubing. The mortality of seedlings 
‘tubed throughout the year was about 
15%. Again it is noticeable that the 
mortality of seedlings tubed during the 
winter months is: considerably higher 
that those tubed in spring or summer. 

During the year it became necessary 
to extend the nursery at Lai Chi Kok 
in order to accommodate the greatly 
increased stock of seedlings. The 
work on this extension was done 
largely by female prison labour. This 
source of labour, provided by consent 


of the Commissioner of Prison, has 
provéd extremely useful for such rou- 
tine nursery work as carrying soil, 
weeding, potting seedlings and wash- 
ing tubes. More than 20 prisoners 
were provided daily for this work. 
Other small subsidiary nurseries at 
Shing Mun, Sookunpo, Fanling and Tai- 
po Kau were in use during the year, 


each producing over 5,000 seedlings 
raised in beds. 

Pine Afforestation (Pinus Mas- 
soniana, Lambert). (a) Hongkong. 


Special attention was paid to broad- 
casting all burnt catchment areas with 
pine. Other areas broadcast consisted 
exclusively of eroded areas in the im- 
mediate vicinity of neservoirs. (b) 
Kowloon. The remainder of the large 
area between the railway tunnel and 
Customs Pass was broadcast in March 
and April. Each section was burnt be- 
fore broadcasting and a total of 8,285 
lbs. of seeds was used. The whole of 
this area was under pine forest in 1936 
but was subsequently denuded, largely 
as a result of war. At Fanling Golf 
Course 673 lbs. of pine seed were used 
to broadcast burnt areas. 

Afforestation with other species:— 

(a) Jubilee Reservoir (Shing Mun). 
The terraced padi fields in the imme- 
diate vicinity of the Reservoir afforded 
the most suitable area for afforestation 
and the plantations established in pre- 
vious years were extended. The clear- 
ing of new areas was in each case done 
by controlled burning of the long grass. 


‘Owing to the rapid and dense re- 


growth of grass in this area it is neces- 
sary to clear the newly planted areas 
at least once during the course of sum- 
mer in order to prevent suppression of 
the young seedlings. However it has 
been found that the addition of a very 
small quantity of artificial fertilizer 
(Ammonium Sulphate) to each tree is 
very beneficial in stimulating the early 
growth of the young trees sufficiently 
to obviate subsequent clearings. No 
trees other than Melaleuca were plant- 
dd in this area. Very considerable 
damage was caused by a leaf-eating 
chrysomelid beetle (Basilepta martini, 
fLefevre) which voracjously eats the 
leaves of the young trees. Spraying 
with wetable Agricide was carried out, 
but was only partially effective since 
these beetles were observed to feed on 
the surrounding vegetation also. 

(b) Kowloon Reservoir. The plan- 
tations of Eucalyptus robusta started 
last year around this Reservoir have 
made such good progress that it was 
again used for the most part this year. 
Some small experimental plots of vari- 
ous species raised from seed sent from 
Australia were set out in this area, and 
Eucalyptus grandis and  Grevillea 
robusta (A. Cunn) especially have 
shown remarkably good growth. 

(c) Fanling Golf Course. Further 
areas of swampy land were planted 
with Melaleuca and on the hillsides 
Tristania was interplanted to fill gaps 
in natural regeneration of pine. The 
cold winds in late January caused a 
high mortality of Melaleuca planted 
during 1948. It was very noticeable 
that only trees on the more exposed 
area were affected and that older trees 
suffered no damage. 
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(d) Hongkong Island. The planta- 
tions of Tristania above the catchwater 
near Chai Wan Gap and in the vicinity 
of Aberdeen Upper and Lower Reser- 
voirs were extended. These trees seem 
particularly suited to planting on areas 
covered with grass and brushwood, 
where it can hold its own against the 
natural vegetation. 

Forestry Lots in the 
tories:— 

In the past, village communities in 
the New Territories holding forestry 
lots under licence for the purpose of 
growing pine trees have only derived a 
minimum yield therefrom owing to the 
ever present economic necessity for 
felling the trees prematurely in order 
to obtain a monetary return  there- 
from at the earliest possible moment. 
In order to remedy this state of affairs 
a scheme, based on modern forestry 
practice, was introduced under which 
the villagers on consenting to place the 
management of their lots under the 
Forestry Department may receive 
financial aid in the restocking of their 
lots. The immediate outcome of this 
arrangement is that the villagers are 
not permitted to cut the pine trees 
growing on their lots without the con- 
sent of the Forestry Officer, but are 
repaid a wage to cover the cost of all 
planting operations carried out. under 
the direction of the Forestry Depart- 
ment. Owing to the fact that on most 
of the lots there are areas of poor scrub 
vegetation which have to be cleared 
before the planting of pine can be 
undertaken, and which can be sold on 
the market as firewood, there is still 
some yield to replace the normal yield 
from the pine trees on the lot. In 
order to avoid undue hardship and to 
assist in the building up of the capital 
value of the trees on the lots, approval 
has been given for granting small loans 
to the holders of forestry lots partici- 
pating in this scheme against the mar- 
ket value of the pine trees growing on 
their lots. Up to the present the neces- 
sity for such loans has not arisen. 

This scheme was accepted volunta- 
rily only by the forestry lot holders 
of the Sai Kung District where it is 
being given a five year trial. At the 
end of this period the matter will be 
reviewed in the light of the experience 
gained, and the desirability of extend- 
ing it to the remainder of the forestry 
lots in the New Territories will be 
considered. 

During the year under review $2,877 
was paid to villagers participating in 
this scheme to cover planting costs. 
The reaction of the villagers has been 
one of both surprise and appreciation. 
Surprise, in so far that the Govern- 
ment should be prepared to take an: 
interest in their forestry lots, and ap- 
preciation for the financial help and 
advice afforded. 

Shatin Tung Oil Plantation. 
rites Montana, Wils.). 

Government declared the area occu- 
pied by this plantation as a Prohibited 
Area. The progress made by this 
plantation has been most remarkable 
and the trees almost without exception 
are showing vigorous growth, some 
even bearing fruit at the age of 2 
years. There is no doubt that this re- 
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markable progress is attributable in 
part to the bi-annual applications of 
farm yard manure and artificial fer- 
tilizer (Ammonium Sulphate), made 
throughout the plantation. As a road 
has now been constructed along the 
East side, easy access is afforded to 
lorries carrying manure to any part of 
the plantation. All seedlings planted 
were raised from the nursery estab- 
lished centrally in the plantation and, 
as a result of planting these seedlings 
immediately after lifting, failures have 
been reduced to about 1%. As Aleu- 
rites montana demands goods soil drain- 
age around. its roots, the low-lying 
marshes in this area were planted with 
Melaleuca. 

Approximately 20 foresters, employ- 
ed to carry out the work on this plan- 
tation, are accommodated in disused 
Military shelters adjacent thereto. As 
in the case of Shing Mun, the clear- 
ing of areas to be planted was carried 
out by controlled firing and subsequent 
clearing by hand, where necessary. 
Bamboos. 

No further work was done during 
the year in extending the bamboo 
clumps at Taipo Kau owing to the lack 
of planting stock. The existing clumps 
were manured and tended as a result 
of which they are showing excellent 
progress. 


(111) Routine 

Roadside Planting. 

Hongkong. The practice started in 
1947 of manuring and composting 
roadside trees shortly after planting in 
order to stimulate early growth was 
continued. Roadside tree-planting on 
the Island has so far been confined to 
rural districts. 


Kowloon. In Kowloon, roadside tree 
planting was confined to the urban 
districts. Roadside trees have now 
become well established along Prince 
Edward Road, Waterloo Road, Chatham 
Road and Argyle Street largely due to 
the fact that all trees planted were 
5-6 ft. in height and were protected by 
tree guards. These tree guards, con- 
structed from angle-iron pickets pur- 
chased from the Military Authorities at 
a cost of $2.66 each, afford sufficient 
protection to the trees both from child- 
ren and from coolies carrying loads. 


No roadside planting of trees in the 
New Territories was carried out owing 


to impending road-widening opera- 
tions. 

Extraction of Timber. 

All timber felling and extraction 


was done by Foresters of the Depart- 
ment. This timber, derived for the 


January 12 


most part from building sites, the re— 
moval of roadside trees for road— 
widening purposes, and from wind— 
falls, was delivered to the Stores De-— 
partment for use as firewood by Gov- 
ernment Departments. 


Sales of Christmas Trees. 

Christmas trees were offered for sale 
in three different sizes at $5, $10, and 
$15 each respectively and a total of 379 
trees was sold. In accordance with 
the usual practice, trees were also dis- 
tributed free to certain charitable in- 
stitutions. 


Brushwood Clearing. 

Brushwood was cleared from around 
Government buildings, bathing beaches. 
and from Crown Land in the neigh- 
bourhood of private residences. 
especially where such undergrowth 
was thought to harbour mosquitoes. 
The cost of these clearings was $14,893. 


Timber Lectures. 

A series of lectures was given by the 
forestry officer to engineers and ar- 
chitects of the Public Works Depart- 
ment on Timber Technology with 
special reference to the timbers in 
common use on the Hongkong market. 


